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•JNITtiU STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


\A 


--.- X 

UNITED STATES OF AMERICA, : 

-v- l 

PAUL LAURENCE ROSENRAUCH, a/k/a : 

"Lawrence Rosen, 

Defendant. 

...—---------x 

The Grand Jury charges: 

On or about the let day of May, 1967, in the 
Southern District of New York, PAUL LAWRENCE ROSENRAUCH, 
j/k/a Lawrence Rosen, the defendant, who during the calendar 
y or 1966 was married, unlawfully, wilfully and knowingly 
did attempt to evade and defeat a large part of the income 
.ax due and owing by him and his wife to the United State* 
of Africa for the calendar year 1966 by preparing and causing 
io be prepared, by mailing and causing to be mailed, and by 
filing and causing to be filed with the District Director of 
internal Revenue for the Manhattan District, New York, New York, 
a false and fraudulent income tax return on behalf of himself 
and his wife therein it was stated that their taxable income 
for said calendar year was tha sum of $10,476.76 and that 
the amount of income tax due and owing thereon was the sum of 
$1924.89 whereas as he then and there well knew, their taxable 
Income for the said calendar year was the sum of $15,076.76 
upon which taxable income there was due and owing to the 
United States of America an income tax of $T,029.19. 

(Title 26, United States Code, Section 7201| 




mpic- 

73 Cr. ^ 0 $ 

|V7 1 


I. _ 







COUNT TWO 


5 A 


The Grand Jury further charges: 

On or about ths 13th day of July, 1968, in ths 
Southern Diatrict of New York, PAUL LAWRHKE ROSEJWAUCHj a/V/s 
awropcc Rosen, the defendant, who during the calendar year 
1967 was married, unlawfully, wilfully and knowingly did 
attempt to evade and defeat a large part of the Income tax 
due and owing by him and his wife to the United States of 
America for the calendsr year 1967 by preparing and causing 
to be prepared, by mailing and causing to be mailed, and by 
filing and causing to be filed with the District Director 
oi Internal Revenue for the Manhattan District, New York, 

New York, a false and fraudulent income tax return on behalt 
of himself and his wife wherein it was stated that their 
axable income for said calendar year was the sum of $12,3%.00 
and that the amount of income c-ax due and owing thereon was 
the sum of $2,359 whereas as he then and there well knew, 
their taxable income for the said calendar year was the sum 
oi $24,007.06 upon which taxable Lncoroe there was due and 
owing lo the United Stutes of America an income tax of $5,662.54 

(Title 26, United States Code, Section 7201) 

COUNT THllKL 

Ihe Grand Jury further charges: 

On or about the 1st day of May, 1967, 
in rhe Southern District of New York, PAUL LAWREMCL ROSiJJRAUCH, 
n/k/a "Lawrence Rosen", the defendant, unlawfully and knowingly 
d i • ,riake and subscribe, and cause to be made and subscribed, 
r Internal Revenue Service Joint Income Tax Return (Form 1040) 








for the calendar year 1966, which contained a written 
declaration that it was made under the penalties of 
perjury, and which was filed with the District Director 


6A 


oi internal Revenue for tho Manhattan District, Mew York, 

Now fork, which said Joint income tax return tho defendant 
did not believe to be true and correct as to every material 
matter, In that said return failed to include a report of 
approximately $4,600 of income received by him from Progressive 
Drug Company, Inc. during the calendar year ..966. 

(Title 26, United States Code, Section 7206(1)) 

COUNT FOUR 

the Grand Jury further charges: 

On or about the 13th day of July, 1968, in the 
Southern District of New York, PAUL LAWRENCE ROSENRAUCH, 
a/k/a ’Lawrence Rosen”, the defendant, unlawfully and knowingly 
did make and subscribe, and cause to be made and subscribed, 
an Internal Revenue Service Joint Income Tax Return (Form 
1040) for the calendar year 1967, which contained a written 
declaration that it was made, under the penalties of perjury, 
and which was filed with the District Director Of Internal 
Revenue lor the Manhattan District, New York, New York, which 
•aid joint income tax return the defendant did not believe 
to be true and correct as to every material matter, in that 
said return failed to Include a report approximetely $11,011.06 
of income received by him from Intercontinental Hangars, LTD. 
during the calendar year 1967. 

(Title 26, United States Code, Section 7206(1)) 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

- x 

UNITED STATES OF AMERICA, : 

vs. : 73 Cr 403 

PAUL LAWRENCE ROSENRAUCH, : 

Defendant. : 


Before: 

HON. HAROLD R. TYLER, JR., 

District Judge 

New York, N. Y. 

February 25, 1974 - 11:00 

APPEARANCES: 

PAUL J. CURRAN, ESO. 

United States Attorney for the Southern District 
of Mew York 
BY: JOHN BUSH, ESQ. 

Assistant United States Attorney 

JOSEPH P. HOEY, ESO. 

WALLACE MTJSOFF, ESO. 

Attorneys for the Defendant 


SOUTHERN OISTRICT COUNT REPORTERS. U.S. COURTHOUSE 
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44 

jqwc 10 Bertoli - direct 7A 


2 

RICHARD BERTOLI, called as a v/itness in 


3 

behalf of the Government, bcinq first duly sworn, 


4 

testified as follows: 


5 

DIRECT EXAMINATION 


6 

BY MR. BUSH: 


7 

Q Mr. Bertoli, please speak up in a loud, clear 


8 

voice so that we can all hear you without any difficulty. 


9 

Where do you work, sir? 


10 

A I am a certified public accountant, and I work 


11 

at 25 Broadway. I am president also of Executive Securities 


12 

Corporation. 


13 

Q How long have you been with Executive Securities 


14 

Corporation? 


15 

A For the past two and a half years. 


16 

Q Directing your attention to the period from 


17 

I 

1966 to 1968, in what type of work were you engaged 


18 

at that tine? 


19 

A Certified public accountant, financial adviser. 


20 

Q When you say financial adviser, would you state 


21 

j who some of your clients were at that time? 


22 

I 

A Mr. Hanger, Inc., Progressive Drug, Twentieth 


20 

Century Industries, Royal Crown Bottling Company of Newark, 


21 

New Jersey. 


25 

0 During this sane period of time were you an 
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jqwc 19 Bertoli - direct 

officer or employee of any of the concerns which you 
just mentioned? 

A Yes, I was. 

Q Which ones? 

A Mr. Hanger, Inc., and its subsidiaries. 

Q What position did you hold with them? 


45 


have 



A I functioned as the controller of Mr. Hanger. 

I was the Assistant Secretary of Intercontinental Hangers. 

I believe I was the Secretary of Utility Molding Corporation. 
0 Utility Molding Corporation -- 


A A wholly owned su bsidiary of Mr. Hanger, Inc. 
Q What-was Intercontinental Hangers Ltd.? 

A Intercontinental Hangers, Ltd., was a Canadian 
corporation which was formed as a foreign sales outlet for 
a product of Mr. Hanger. 


Q During what time did you function as an officer 
and employee of Mr. Hanger? 

A From its inception I believe in December of 
1965 until ny resignation on April 15, 1968, but I continued 
until June 1, '68. 


0 j.n connection with the services to these several 
concerns, did you become acquainted with a Lawrence Rosen? 

A Yes, I did. 

Q Would you point him out to the members of the 


southern district court reporters, u.s. courthouse 

FOLEY SQUARE, HER YORK, N.Y. CO 7-4SS0 
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2 

3 

4 


5 


6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
23 
2A 
25 


jury. 

A He is sitting with the two attorneys in the 
middle with the glasses on. 

MR. BUSH: Let the record reflect that the 
witness has properly identified the defendant. 

Q Incidentally, toyour knowledge, is Lawrence 
Rosen the defendant's legal name? 

A No, it's not. 

Q What is? 

A His legal name is Paul Lawrence Rosenrauch. 

Q In 1966 in what business was the defendant 
engaged? 

A He was the president of Mr. Hanger, Inc. and its 
subsidiaries. 

Q Did there come a time when you first heard of a 
concern known as the Progressive Drug Company? 

A Yes, there was. 

Q When was this? 

A Sometime in 1966. I believe it was in the 

sprinq. 

Q Whatwere the circumstances wl\ich led to your 
acquaintance with this particular firm? 

A I v/as asked to meet with a Henry Hainick and 
Lawrence Press together with Lawrence Rosen to discuss the 

i 

I 

I 
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jqwc 21 Bertoli - direct 

financing of the acquisition of Progressive Drug Company 
by a company called Pawnee Drug. 

Q Did there come a time when Pawnee purchased 
Progressive? 

A Yes, there did. 

0 Roughly when was that? 

A Sometime shortly thereafter. I believe it was 

sometime in the middle of 1966. I might be off on my 
dates. 


Q After contemplating,what date do you think it 
might be? 

A It could be sometime — that is right, it would 
be around June of 1966 I believe the transaction was closed. 

Q Might it refresh your recollection as relating 
this particular day as to when the firm of Mr. Hanger itself 
was established? 

A This would have been four to five months after 
the establishment of Mr. Hanger. 

0 How was the financing for the purchase of 
Progressive by Pawnee arranged, to your knowledge? 

A It was arranged by Lawrence Rosen with a finance 
company called Commercial Trading, and the company Pawnee 

was taken over by a public organization called Twentieth Cen¬ 
tury Industries. 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FO'.EY SQUARE. NEW YORK, N.Y. CO 7-4SS0 






jqwc 22 


direct 
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Bertoli - direct 

Q what if anything did the defendant have to do 

with Progressive once Pawnee had bought it? 

A He received for his efforts stock in Pawnee Drug 

which was then exchanged for stock in Twentieth Century 

Industries. 

q What if anything or in the way of services did he 
have to do with the company once it was taken over by 
Pawnee? 

A He acted as a financial adviser and a member of 

an informal executive committee. 

Q What if anything did you have to do with the 

Progressive Drug Company once it had been taken over by 
Pawnee? 

A Nothing for a period of months, and then I was 

called in to do some special work. 

Q Roughly when was that? 

A Sometime in the latter part of the year. I 
believe around October of '66. It could have been September. 

Q In the latter part of the year of 1966 who if 
anybody had Progressive engaged to be its accountants? 

A They had engaged the accounting firm of 

Futerman s, Derylson. 

q Who from that firm, to your knowledge, did the 
bulk of accounting work, actually go on the premises of 


SOUTHERN DISTRICT COURT REPORTERS. U .S. COURT MOUSE 
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A Milton Gottesman. 

Q Did there come a time when you discussed with 
him the disposition of certain cash proceeds from the 
company? 

A Yes, there was. 

0 As a result of that discussion did you have one 
or more discussions with the defendant and others on the 
same subject? 

A Yes, there was. 

Q Roughly when was the first of these particular 
discussions? 

A The first conversation took place the day after 
I had visited the premises at Progressive Drug and became 
aware of the cash payments. That took place with Lawrence 
Rosen the following morning at the offices of Mr. Hanger in 
Long Island_ Citv. 

Q In a period of time when would this have been? 

A I believe it was either September or October of 

1966. 

Q Who else, if anybody, was present besides you and 
the defendant on that occasion? 

A At that meeting it was just myself and Mr. 

Rosen. 


Q What -was said at that time between the two of 


SOUTHERN DISTRICT COURT REPORTERS. U S. COUR'HOUSE 
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2 you? 


Bertoli - direct 


13A 


3 A I told him that the day before I visited the 

4 premises of Progressive Drug, that I was very concerned at 

5 cash payments that were being taken from COD and cash sales 

6 and not being reflected on the books. 

7 I told him that if anybody had found out about 

8 it that it might look like the funds were being embezzled. 

9 He told me, "Don’t worry about it, nobody would find out." 


10 I told him he was wrong, jthal 


of the company 


11 was maintaining a black book with all of the various 

12 disbursement dates and to v/ho the moneys went. I told him 


13 there was no reason, since they really were rendering 

14 services to the company, that they shouldn't be on the 


15 payroll. 


He said he needed every dime he could get the 


17 way his wife was spending money and he could not afford to 

18 have the withholding taken out. 

19 I said. Well, that I know there are going to be 

20 a few meetings coming up and at least the disbursements 

21 should be in the form of a check. That pretty much was the 

22 substance of the conversation. 

23 Q What if anything was said as to who was receiving 


24 these particular payments? 


A I had a list of who was getting the money from 
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the black book of Goldfinger, and I had discussed with Rosen 
who was getting the money. Each of five people were getting 

$100 a week. 

0 Who were they? 

A Lawrence Rosen, Joseph Abrams, Sam Goldman, 

Martin Goldman, Martin Goldman and Harry Hainick and Larry 
Press. 

Q How much were these individuals receiving apiece? 

A $100 each. 

Q Who were Martin and San Goldman and what 
connection if any did they have to the Progressive Drug 
Company at that time? 

A Sam Goldman was the president of Twentieth 1 

Century Industries. Martin Goldman was a vice-president 

and director and the son of Sam Goldman. 

Q Who was Joseph Abrams and what connection if any 

did he have to Progressive? 

A Joseph Abrams owned stock from the original 
transaction in Pawnee Drug and became a stockholder as a 
result in Twentieth Century Industries. He was a long-time 
financial adviser to the Goldmans and Twentieth Century. 

q Did you have occasion to actually examine tne . 
black book which you referred to of Mr. Goldfinger? \ 

A Yes, I did. 
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Bertoli - direct 15A 52 

I show you a document which has been marked for 


identification as Government's Exhibit 15, and ask you if 
that refreshes your recollection as to when these particular 
payments started and perhaps how long they lasted as well. 

Does it refresh your recollection? 

A Yes, it does. 

O Having your recollection so refreshed, would you 
state again when it was that you recall these payments to 
have first commenced? 

A March of 1966. 

Q Following your initial discussion with the 

defendant concerning these paynents,when was the next 
discussion, if there was one, that you had with him concern¬ 
ing these matters? 

A The next — 

Q I will rephrase it. When was the next discussion | 
with anybody that you had concerning these matters? 

A The next discussion was with Sam Goldman, Milton 
Gottesman and Martin Goldman at the home of Martin Goldman. 

Q Was the defendant present? 

A No, he was not. 

Q What was said in that discussion? 

MR. HOEY: I object to that, your Honor. 

THE COURT: Yes. It seems to me I must sustain 
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that, Mr. Bush. 


Bertoli - direct 


ISA 


MR. BUSH: Your Honor, the Government has a 
contention with respect to statements made by people other 
than the defendant who received these payments. I have a 
brief memorandum which I would submit to you at this time 
concerning them. 

THE COURT: Memorandum or not, I am going to 
sustain the objection. I will read your memo and change my 
ruling if I think it is desirable or correct later, but let 
us move on to something else. 

MR. BUSH: I hand it to the Court not only for 
its pertinency concerning this particular conversation, but 
as to future conversations of the same nature. 

MR. HOEY: May I have a copy of it? 

MR. BUSH: Let the record reflect that I am also 
handing a copy of it to defendant's counsel. 

MR. HOEY: Thank you. 

Q Following this discussion, when if at all did 
you then discuss the same matter with the defendant himself? 

A Within the next month there was a meeting at the 
apartment of Arthur Singer, who was the Secretary and counsel 
to Twentieth Century Industries. 

Q Who was present at that meeting? 


A Lawrence Rosen, Sam Goldman, Martin Goldman, 
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Arthur Singer, Henry Hainick, Lawrence Press and myself. 

Hilton Gottesman — no, I don't believe he did come to that 
meeting. He could have stopped in for a few minutes. 

THE COURT: This meeting was where and when? 

THE WITNESS: It was within the next thirty 
days from my conversation with Rosen at the offices of Hr. 
Hanger, and it was at the apartment of Arthur Singer. 

THE COURT: Thank you. 

q What if anything was said at this particular 

meeting concerning the payments from Progressive? 

A Well* the payments from Progressive were only 
an incidental part of the meeting, but what was said hasicallv 
was that I had expressed the concern about the cash payments 
and with the problems that a number of individuals had tnat 
it was not advisable for them to be taking cash out of the 
business; that it should be in the form of check; that it 

should be by way of the regular payroll. 

They agreed that it would be paid in the form 

of a check but would not agree that it go on the payroll. 

One of them said that as far as I am concerned — 

HR. IIOEY: I object to anything that anybody 

else said. 

THE COURT: Just a moment. As I understand it, 
Mr. Rosen was present at this meeting? 


it 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FOLEY SQUARE. HE" YORK. N.Y. CO 7-4SS0 


I 





jqwc 


Bertoli - direct 
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THE WITNESS: Yes, he was, your Honor. 

THE COURT: All right. I will allow it. 

MR. HOEY: May your Honor inquire as to whether 
or not Mr. Rosen participated in this conversation? 

THL COURT: I infer that that is what Mr. 

Bertoli is telling us. He was present during all of this? 

THE WITNESS: Yes. 

THE COURT: Go ahead. 

Q What was said? 

A One of them said — I am not sure if it was Mr. 
Rosen or not, but one of them said that "as far as I am 
concerned I am just taking the money and I am goinq to 
forget about it as far as reporting it is concerned, and 
everybody else can do what they want. Nobody is going to be 
able to prove whether or not we spent the money for entertai 
ment or not." The only other discussion at that meeting with 
reference to those disbursements was that Rosen volunteered 
to have Abrams' share made out to him in the form of a check. 
It was agreed that he would get $200 a week, and that_ 
every other week he would pay Abrams his share. 

0 What if anything was said concerning the treat¬ 
ment of these payments on the books and records of Progres¬ 
sive? 

A I believe there was some mention that it woul d 

SOUTHERN OUTRICT COURT REPORTERS. U.S. COURTHOUSE 
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be temporarily put into a marketing expense until a later 
disposition. 

Q To your knowledge, were payments of the same 

nature that we have been discussing made subsequent to this 
particular meeting at Singer's apartment? 

A I believe it was shortly thereafter that all 
the disbursements were then made by check. 

Q Subsequent to this meeting did there come a 
time when you had a further discussion or discussions with 
the defendant himself regarding these payments? 

A Yes, there was. 

Q Approximately when was the first of these 
subsequent discussions? 

A About two months later Lve Abrams had complained 

to me that she was not receiving — 

I 

Q Tell us when the next discussion was with the 
defendant himself? 

A It was about two months after the meeting of 
Arthur Singer's apartment. 

Q Where did this take place? 

A In the offices of Mr. Hanger in Long Island 

City. 

Q Who if anybody else was present? 

A Just Lawrence Rosen and myself. 

SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
! FOLEY SQUARE. HEW YORK, N.V. CO 7-4SS0 










6 









3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 
10 
20 
21 
22 
23 
21 

25 li 


pjqwc Bertoli - direct J21.\ 58 

A Yes, there was. 

Q Mr. Bertoli, why don't you continue to face the 
jury, so the members of the jury can hear your testimony. 

I show you what has been admitted into evidence as — 
THE COURT: What is the number of this exhibit? 
MR. BUSH: 1. 

THE COURT: That has been rece ved. 

MR. BUSH: It was not marked at the time it was 

received. 

THE COURT: All right. 

Q Beginning again, I show you what has been 
received in evidence as Government's Exhibit 1 and ask you 


if you can identify that particular document. 

A Yes, I can. 

Q What is it? 

A This is a Form 1040 U.S. individual income tax 
return for the year 1966 for Lawrence and Dory Rosen. 

Q What if anything did you have to do for the 
:,rg. iration of that particular return? 

A 1 had prepared the basic information that ;. , a° 
contained in this return. 

n Dj.d you prepare the return its'if? Did ’o.j * : LI 


it in? 


•Jo, this wan ! ivd •ton information that 1 !• ■ ' 


i 
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o i 

C 1 

provided. 

1 

3 i 

0 I show you what has been received in evidence as 

« 1 

Government's Exhibit 9 and ask you if you can identify that 

1 

particular document. 

6 1 

A Yes, this is the employer's copy of a 1966 

7 

withholding statement. 

8 

O What if anything did you have to do with that 


particular document? 

10 

A I was responsible for its preparation. 

11 

Q In the course of providing the information for 

12 

the tax return what if anything did you do with the document? 

13 

A Well, this document together with the other 

14 

information contained what was given to Rosen. 

15 

Q I show you what has been marked for identification 

16 

as Government's Exhibit 9A and ask if you can identify that 

17 

particular document. 

18 

A Yes, I can. This is a Form 1099 for the year 

19 

1966 showing disbursement of 67800 from Mr. Hanger to Lawrence 

20 

Rosen. 

21 

Q Vlhat if anything did you do with respect to that 

22 

document in connection with providing the information — 

23 

what if anything did you do with respect to that particular 

24 

document as it bears o relationship to the tax return? 

25 

A Well, ths amount was reflected on Form 2106 
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23A 

attached to the tax return. And this document was given to 
Rosen. 

MR. BUSH: I would offer at this time Government 


Exhibit 9A into evidence. 

MR. HOEY: May I have a voir dire on this? 

THE COURT: Yes. 

VOIR DIRE EXAMINATION 
BY MR. HOEY: 

q rir. Bertoli, you prepared this U.S. information 

return for calendar year 1966, is that correct? 

A I was responsible for its preparation, yes. 

v 

Q VJho prepared it? 

A It would have been typed by either — one of the 


girls in the office. 

q I am interested in the underlying information. 

Did you secure that? 

A Yes. 

0 You are the one that secured that information 


from where? 

h From the records of Mr. Hanger. Most of the 

j corporate minutes reflect it. 

Q The records indicate there that the sum that 
is set forth there is listed in the corporate records and 
minutes of Mr. Hanger; is that what you are sayinn? 
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A Yes. 

MR. BUSH: I would object at this time, your 
Honor. I think that the scope of the voir dire is exceeding 
the question of the admissibility of the document. 

THE COURT: He already answered it. I will let 

it stand. 

The answer is yes? 

THE WITNESS: Yes. 

MR. HOEY: No further questions. 

THE COURT: Do you object to the proffered 
Exhibit 9A for identification? 

MR. HOEY: No, I do not, your Honor. 

(Government Exhibit 9A received in evidence.) 

DIF ECT EXAMINATION CONTINUED 
BY MR. BUSH: 

Q Placing the 1966 tax return and the two forms 

ir. front of you, I would ask you from what source did you 

obtain the information actually contained in the tax return 

i 

itself? 

A From Lawrence Rosen. 

Q Directing your attention to the line 6 in that 
form, what businessvas the source of the wages which appear 
there? 

A Mr. Hanger, Inc. 
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Q Referring you to a Form 2106, is such a form 
attached to the return? 

A Yes, there is. 

Q For what purpose is that particular form used? 

A To reflect — it's a statement of employee 
business expenses where you would report on it any expenses 
and the reimbursements by the employer. 

Q What is the relationship between that particular 
form and the Form 1099 which is Government's Exhibit 9A? 

A The amount reflected in this Form 1099 as being A 

I 

disbursed by Mr. Hanger for unreimbursed expenses is 

i 

reflected on line 6 of the Form 2106 showing that employer 
reimbursements for unreimbursed expenses or unaccountable 
expenses was $7800. 


Q Perhaps we should find out what a Form 1099 is 
as well. 

A A Form 1099 is a U.S. information return. This 
is a form used for payments to an individual not subject to 


withholding. 

Q Directing your attention to the W2 form, which is 
Exhibit 9, what if any relationship does it bear to the 
tax return? 

A Which form? 

Q The W2 form which is Government Exhibit 9A. 


I! 

!' 

.i 
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A That reflects wages and subject to withholding 
and the withholding taxes and Social SEcurity taxes deducted, 
and that is reflected on page 1 of Form 1040, in this case 

item No. 5. 

Q Turning your attention to a new matter, what type 
of concern was Mr. Hanger in 1966? a 

A Mr. Hanger was a manufacturer of disposable 
plastic hangers. 

Q Where was it located? 

A It had its manufacturing plant in Long Island 
City. A sales office in Ne w York City also. 

0 What was the influence of the defendant over its 


operations? 

A He ran it completely. It was a one-man show. 

Q Turning to the winter of 1966 and 1967, did Mr. 
Hanger then have a su bsidiary which we have referred to as 
Intercontinental? 

A Yes, there was. 

Q Did there come a time when you had a discussion 

or several discussions with the defendant concerning certain 
payments from that particular firm to himself and other 
individuals? 

A Yes, there was. 

0 Approximately when was the first discussion of 
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A Sometime in 1967, I believe, or sometime around 


March or April 


Q Where did this discussion take place? 

A In the offices of Mr. Hanger in Long Island 


City, 


Q Who else, if anybody, was present? 

A At that meeting there was Lawrence Rosen and 

myself. i believe Ben Zuckerman may have come in towards 
the latter part of the meeting. 

Q Who was Ben Zuckerman? 

A Ben Zuckerman is related to Larry Rosen. They 
have been business partners for a long tine and an officer 
of Mr. Hanger. 

Q What was said in this initial discussion with 
Mr. Zuckerman or with Mr. Rosen, rather; I am sorry. 

A Rosen had told me that he felt he was entitled 
to more money; that he v/as doing a considerable amount of 
work; taat the company had grown. And he wanted to get mere 
money £ui his worx. P ut he d id not want to receive the 
money directly fron Mr. Hanger itself, because he felt that 
the factor would be concerned and, in addition, he did not 
want Joe Abrams to know that he was drawing more money out 
of the corporation. 
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accounts receivable. 

Q What role if any did Joseph __Abrams play in this 
particular concern at this time? 

A He was a major shareholder in the firm. His 
secretary was a bookkeeper for Mr. Hanger and had access to 
all" the documents, and his wife v/as receiving money from Mr. 


!•> 


Hanger. 

Q What if anything else was said in this particular 
discussion? 

A He asked me how he might go about doing it. I 
told him since Intercontinental Hangers was now getting 
stronger, it was about to form or had just formed a joint 
venture in Canada, that that was the best company to draw 
money from. As a result he told me, "Fine, from now on 
every week I v/ant to draw in the form of commissions or 
whatever you want to call it $250 a week. In addition, 
he said, "you are entitled to getting more money and you \ 
should draw $150 a week." - 1 

VJ 

Q Let me get these exhibits out of the way, but 
before I do let me ask you just one or two further questions 
Referring back to the 1966 tax return, what if 
anything was said between you and the defendant concerning 
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the payments that he was receiving from Progressive and 
reporting them in that particular return? 

A I told him they should be reported, and if he 

i 

doesn't report them along with other income that isn’t 
reflected here, that I was not going to sign the tax return 
as I did in the previous year; that if he wanted to go ahead 
and file it, that was his business. 

Q What if anything did he say to you? 

A He said, "Fine, do as you please. As far as I 
am concerned, that is al l I am reporting." 

Q Did you in fact sign that return as a preparer? 

A No, I did not. 

THE COURT: You are referring to Government's 

Exhibit IV 

MR. BUSH: Government Exhibit 1, the tax return 

for 1966. 

THE COURT: All right. 

Q Returning to Intercontinental Hanger, did there 
come a time, to your knowledge, when these payments that you 
have been discussing with the defendant began to be made? 

A Yes, I believe the first check was made out that 

week. 

0 In point of time what date would that have been, 
roughly? 
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A I believe it was the spring of 1967. I really 


3 1 don't remember the specific date. 

4 li q that time was anyone else associated with Mr. 

!' Hanger also being paid or receiving payments from Inter- 


continental? 


tine. 


Yes, Carl Birnbach was receiving money at that 


q When he started receiving such money — when did 


1 j he start receiving such money? 


M | A 1966. 

I % 

12 THE COURT: Who was this? 

i\ THE WITNESS: Carl Birnbach. 

H THE COURT: He was receiving payments from 

15 Intercontinental Hanger? 

THE WITNESS: Yes, your Honor. 

THE COURT: Beginning in 1966? 

13 THE WITNESS: Correct. 

13 q What if any role did he play in Mr. Hanger? 

2 fi A He was a salesman and marketing manager. He did 

21 | whatever Rosen told him to do in the area of sales. 

22 Q Is he alive today? 

23 II A No, he is dead. 

t q After the payments started, did there come a 

2ft j tine when you had a further discussion or discussions with the 
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A Yes, there was. 
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Q when was the first of these discussions, roughly? 
A About two months later he called Ben Zuckerman 
into the office and we discussed — 

Q Let me interrupt you for a moment. When you 

say "we," who was present? 

A Lawrence Rosen, myself, and Ben Zuckerman. 

Q Where was this? 


This was in the office of Mr. Hanger in Long 


island City 


Q What was said then and who said it? 

A Larry said that it wasn't right, that he and I 
were drawing more money when Ben was working just as hard 
as we were. And he was responsible for buildinq the sales 
and he was entitled to getting more money also, and from 
t_hat v/eek on he should draw money from Intercontinental 

Hangers the same way we were. 

Q What if anything was said with respect to the 

amounts which he was to draw? 

A I believe he was to get either $100 or $150 a 


week. 


a Did there come a time when such payments were 


actually commenced? 
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A Sometime I believe in the summer of 1967. 

Q Following that particular discussion, did you have 
another discussion or discussions with the defendant con¬ 
cerning the same payments? 

A Yes, there was. 

Q How many, roughly, were there altogether? 

A There were about four or five additional 
discussions. 

Q Starting with the first of these, when was it? 

A The first one was about a month after the meeting 
with Zuckerman. He wanted an adjustment of Zuckerman s 


check. 


was there? 


Let us try to place it. Where was it and who 


A It was in the offices of Mr. Hanger in Long Islanc 
City and this would have been some time, I believe, in July 
or August. There was a problem that he had with Zuckerman 

Q Let us just say what was said in the discussions. 

A He told me to increase Zuckerman's salary by an 


amount. 


Q Roughly how much? 

A I think it was only $10 a week or $15 a week. 
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something like that. 

Q When was the next discussion that you had with 
the defendant concerning these same payments? 

A The next discussion I believe was sometime in 
March of 1968. 


70 


Q 

A 

Q 

A 

Q 

A 


Where was this discussion? 

offices of Mr. Hanger in Long Island City. 
Who was there? 

Just Lawrence Rosen and myself. 

What was said on that occasion? 

He told me that things were going along fine; 
now that there was a merger pending with Yankee Plastics 
it looked like all of the financial problems of the past were 
over and from here on out the company was going to be very 
profitable, and therefore he was entitled to getting a 
substantial amount more and his salary should be increased 
at Mr. Hanger by, I believe, $300 a week. I think he went up 
to $500 a week at that point. 

0 When was this point? 

A It would have been March of 1968. 

0 How long did these particular payments continue 

altocether? 

A Until probably only about a month or'two later, 
lie said he wanted more money and that he was entitled to 
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$800 or $1000 — I think $800 a week at that poi; t. 

Q How long was he paid the $800 a week? 

A Until the time I left. He could have been paid 
after that as well. At least until the time I left. 


MR. MUSOFF: If your Honor please, I fail to see 
the relevancy of these questions. They all relate to periods 
subsequent to the indictment years. 


THE COURT: Not all, but the last few conversa- 


lu I tions. 


MR. MUSOFF: I move they be stricken from the 


12 { record, your Honor. 

M THE COURT: I disagree with this. I am not goinq 

14 to do that. I think they have a certain amount of relevance. 

15 Gentlemen, while we are on the subject, I had 
thought that you, Mr. Hoey, were going to be handling this. 

lV I think only one lawyer should be handling the case. I don't 

18 want to be rude to either you or Mr. Musoff, but it ought 

19 to be one or the other, not both. Would you think about that 

20 one? 

21 MR. HOEY: We will. 

22 THE COURT: Let us go ahead, Mr. Bush. 

23 Q Beginning with the first of these payments, 

24 would you describe what the amounts were and how long that 

25 particular amount roughly was paid to the defendant before 
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35A 

the next amount began, and so on and so forth, up until the 
point when you left the company? 

MR. HOEY: May we have a time? 

THE COURT: Yes. If I may say so, Mr. Bush, to 
the extent I understand that question, I think it has 
already been asked and answered. Therefore, if you really 
want to ask something here, I think you ought to rephrase 
it so the defense and the jury and the judge understand it. 

Q During the course of 1967 what was the amount 
of the payments which Mr. Rosen was receiving? 

A Well, it would have been for that year something 

like — 

Q Each payment. 

A Each payment vas $250 a week. 

MR. HOEY: I don't know what we are talking 
about, whether this is from Mr. Hanger or Intercontinental 
or what. 

THE COURT: I think you mean, don't you, fir. 
Bertoli, Mr. Intercontinental, the Canadian subsidiary? 

THE WITNESS: Yes, sir. 

THE COURT: All right, fir. Bush, let us get 
back on the track here. 

Q I show you a document which has been narked for 
identification as Government Exhibit 12 and ask you what 
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that particular document or collection of documents is. 

A These are checks drawn by Intercontinental 
Hangers, Ltd., on the Toronto Dominion Bank, most of which 
are made out to Lawrence Rosen. 

Q Would you review the checks there and tell me 
for what period of time those checks cover? 

A The first one here is dated March 3, 1967, and the 
j last one is December 27, 1967. 

Q What relationship if any do these checks bear 
to the Intercontinental payments which we have been discussing 
A These are the checks we were talking about. 

Q How can you identify them as the particular 

checks? 

A I signed them. 

Q In what capacity? 

A As the Assistant Secretary. And I prepared 

them. 

Q I show you another document or actually a 
collection of documents which lias been marked for identifi¬ 
cation as Government's Exhibit 12A, and ask if you can 
identify those particular documents. 

A These are checks drawn on the Toronto Dominion 
Bank by Intercontinental Hangers, Ltd., aqain most of whom 
were made out to Lawrence Rosen from the period January 3, 
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1968, to May 27, 1968. 

Q To your knowledge, what payments if any were 
made by Intercontinental Hangers on behalf of Mr. Rosen other 
than checks made directly to him? 

A Well, the company had paid for his home telephone 

bill. 

MR. HOEY: Are we now talking about Inter¬ 
continental? 

THE WITNESS: Intercontinental, correct. 

Here is a check for his moving expenses from New 
York City to Connecticut. 

MR. BUSH: Let the record reflect that this is 
the check that is on the third page of the document that has 
been marked as Government Exhibit 12A. 

MR. HOEY: I object to that, your Honor. That is 
outside the scope of this indictment. 

THE COURT: I am not sure I quite agree. 

Go ahead. 

Q To the order of whom is that particular check 

I made? 


22 

23 

24 

25 


A It's made out to Day, Meyer, Murray, and Young 
Corporation in the amount of U.S. $402.63. 

Q Are there any checks similar to that check in 
that group of documents, either to that particular concern 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FOLEY SQUARE. NEW YORK. N.Y. CO 7-4SS0 





1 

2 


7 

R 


u 


10 
11 
12 

13 

14 II 

15 


15 


r 


18 

19 

20 
21 
22 

23 

24 

25 


Bertoli ~ direct 38iV 
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A VOS. there is a check here made out to the 

. r: I 1 ! which is for an 

Michigan Avenue National Bank for 

, nn , personal loan of Lawrence Rosen fro 
instalment payment on a pers 

the Michigan Avenue National Bank. 

. * haa been marked as Government 

q Showing you what has 

, if fhpre are any checks in 

Exhibits 12 and 12A, I ask you if there 

.. t either go personally directly to 
there which did not eitne y 

Rosen or were Made out for his benefit. 

Why don't you take a Moment to examine it. Mr. 

Bertoli. 

„ ave you completed your examination of those 

checks, Mr. Bertoli? 

A Yes, I have. 

„ What is the result of that examination? 

A Ml of the checks,with the exception of two. are 

made out to Lawrence Rosen. 

q were those the two to which we just made 

reference? 

A Yes. 

MR. BUSll: 1 would offer at this time Govern 

ncn fs Exhibits 12 and 12A into evidence. 

HR. HOEY: I have no objection to 12. I do 

. . „ 12A since they deal with the year 

specifically object to 12A, am 
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1968, which is not the subject of this indictment. 

THE COURT: In the direct sense you are quite 
correct in regard to those checks dated 1968. However, I am 
allowing them in so that the jury can use them to evaluate 
the important issues of knowledge and intent which are 
presented by the charges in our indictment. So your objection 
to 12A is overruled and both proffered exhibits will be 
received. 

(Government Exhibits 12 and 12A received in 

evidence.) 

Q Did there come a time when the original Mr. 

Hanger, so to speak, merged with another firm? 

A Yes. 

Q When was that? 

A March 15, 1968, Mr. Hanger was merged into 

Yankee Plastics, Inc. 

Q What was Yankee Plastics, Inc., at that time? 

What type of business was it? 

A It was in the same business of manufacture of 
plastic disposable hangers. 

Q What form did the merger itself take? 

A Yankee Plastics issued its stock for the assets 

of Mr. Hanger. 

0 What was to be the name of the merged concern? 
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2 

A Yankee Plastics, Inc. 


3 

Q Was Intercontinental among those assets which 


1 1 
II 

were going to be transferred in the merger? 


!! 

; 

A No, it was not. 


Q I show you a document which has been marked 


7 * 1 

for identification as Government Exhibit 10 and ask if you 


8 H 

can identify that particular document. 


9 

Yes. This is the merger agreement between 


10 I 

Yankee Plastics and Mr. Hanger. 


11 

Q I show you another document which has been marked j 

1 


12 1 

1 for identification as Government's Exhibit 11 and ask if you 


’.3 

can identify that particular document. 

I 

1*1 

A Yes. This is the bill of sale called for in the 


15 

merger agreement of the assets of Mr. Hanger to Yankee 


>6 

Plastics. 


17 

MR. BUSH: I would offer into evidence Govern¬ 


k 

18 

ment’s Exhibits 10 and 11. 


19 

MR. HOEY: I have no objection to it going in. 


20 

i your Honor. 


21 

j 

(Government Exhibits 10 and 11 received in 


22 

evidence.) 


23 

MR. BUSH: At this time, your Honor, I think 


24 

the Government would contend that there has been sufficient 


25 

connection maae on the grounds of the area of relevancy with 

1 


1 

|: 
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this particular letter, and I would ask permission to read 
the text of that letter to the members of the jury without 
submitting the document itself. 

THE COURT: I am not sure I agree with you, but 
in any event before we even get to that question may I ask, 
do you have any further direct of Mr. Bertoli? 

MR. BUSH: No, I don't, but I would seek the 
opportunity to read — 

THE COURT: I understand. I am not going to 
permit that yet. I want to think about that a bit more, 
if you don't mind. 

MR. BUSII: Very well. 

THE CO'JRT: Mr. I'oey, apparently that concludes 


the Government's direct. I take it the Government is 
withdrawing their effort to elicit conversations at those 
early meetings where Mr. Rosen, according to Mr. Bertoli's 
recollection, was not present? 

MR. BUSH: I withdraw it with respect to this 
v/itness, but advising the Court that there will be similar 
occurrences with respect to other witnesses, and my withdrawal 
here does not mean that I have changed our position on the 
matter. 

I 

THE COURT: All right. We will face any others 
whore you face this directly as it comes, when it comes. 
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Mr. Hoey. 

MR. HOEY: Your Honor, I have been furnished 
some papers pursuant to 3500. If I may approach the bench 
and have a side bar with counsel, I think we have a problem. 

THE COURT: All right. 

(At the side bar) 

THE COURT: What is your problem? 

MR. HOEY: I have been furnished certain papers 
from 3501 through 3501M. I do know that Mr. Bertoli has 
testified in several cases as a witness for the Government 

I 

and in which Mr. Rosen has been mentioned by Mr. Bertoli, and 
that has not been furnished to me. I am inquiring at this 
point as to whether Mr. Bertoli has testified at the grand 
jury on this or any other matters dealing with the sane 
situation. In other words, I believe that I received 
insufficient 3500 material with regard to Mr. Bertoli. If 
things about which I have been informed during the course 
of my investigation are true — 

MR. BUSH: If your Honor will give me one second, 

I will get my notes and give a complete reply to that. 

THE COURT: Certainly. 

MR. BUSH: I know from my own knowledge that Mr. 
Bertoli has testified at the case entitled United States v. 
Dellacroce and others. It is my belief that that testimony 
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is not relevant to this particular trial. Moreover, of 
course, his testimony given at any public trial would be 
equally available to the defendants. 

Secondly, he has testified before a grand jury 
in connection with that case. It again is my belief that that 
particular testiony is not relevant. 

I do have, I believe, the text of the grand jury 


testimony here today with me, and if your Honor wishes I will 
provide it to you so that you may examine it in camera. 

THE COURT: I wish you would on the grand jury 
minutes. As to the trial minutes, I don't quite understand 
why the defense could not have got those. Those are 
publicly available. That case is over with. So I am not 
going to concern myself with that. 

I would like to see the grand jury minutes, 

however. 


MR. BUSH: Let me check my notes again to make sure 


I have then here. 

Here it is. 

THE COURT: We will mark it. 

What was the last number? 

MR. HCEY: "M" as in Mary, I think, your Honor. 
MR. BUSH: I can tell you from looking at this. 
Lot us have that marked as 3501N. 


iouthedn district court reporters. u.s. courthouse 

FOLEY SQUARE. NEW YORK. R.Y. CO T-SSSO 




I 


jqwc 


Bertoli - direct 4*1 \ 81 

THE COURT: All right, I pot it in my own hand¬ 


writing. I will read those and report to you gentlemen in 
the morning. 


MR. HOEY: May I inquire as to whether or not 
Mr. Bertoli testified in the grand jury in this case? 

MR. BUSH: No, he did not. 

THE COURT: No grand jury testimony by M.r. Bertoli 


in our case? 

MR. BUSH: No, sir. 

THE COURT: Let us go ahead, Mr. Hoey. As you 
know, I am going to quit at 4, so you are not under any heavy 
obligation to complete this by 4 o'clock. You have ample 
to work with until then. Let us go ahead. 

(In open court) 
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CROSS EXAMINATION 
BY MR. HOEY: 

Q. Mr. Bertoli, you are a certified public accountant? 

A Correct. 

ft For how long have you been certified? 

A Since, I believe, 1958. 

Q Have you practiced that profession since 1958? 

A Since 1954. 

Ql Have you been engaged in outside businesses? 

A Yes, I have. 

t 

i 

Qi Have you maintained an office for the practice 
of accountancy? 

A Yes, I have, 
ft Where? 

A My first office? 

& Yes. 

A My first office was 7520 Bergenline Avenue 
in .North Bergen. 

Q. In New Jersey? 

A Yes, and also at 20 Vesey Street in New York. 

0 Were you a practicing accountant when you first 

met Mr. Rosen? 

A Yes, I was. 

Oi Where did you first meet him? 
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A. I met him at the offices of Yankee Plastics when 
he was connected with that corporation some time in 1963, 

I believe. 

Q. Where were they located? 

A. They were located, I believe it was on 34th Street 
in New York City. 

ql Were you the acting accountant for that 
company at that time? 

A. No, I was not. 

Q, Were you acting as a financial adviser? 

A. I did do some work at that time. I helped 
prepare the annual report which was the first report 
that came out. 

Ql Was Yankee Plastics a public comapny that was 

required to file reports? 

A. At that time, no, it was a company that was 

exempt from registration. It was a Regulation A. 

Ql Did there come a time when it went public? 

A. Excuse me? 

Ql Did there come a time when it was required to 

file -- 

MR. BUSH: I object to the relevancy of these 
questions. They all antedate 1964 or 1965 when Mr. Hanger 
was incorporated, and bear no relevance or no connection 

i 
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to the direct questions. 

THE COURT: I certainly would agree with the latter, 
and I don't quite understand what they have to do with our 
case. 

MR. HOEY: I am coming down to his relationship 

with Mr. Rosen. 

THE COURT: All right. 

Q. Did you work with Mr. Rosen prior to the formation 
of Mr. Hanger? 

A. Only in the -- other than for a short period of 
time in 1963, only in connection with the formation of 
Mr. Hanger. 

Q. Were you part of the formation of Mr. Hanger? 

A. Yes, sir. 

Qi Were you employed by Mr. Hanger from the time 
it was formed? 

A. Yes, I was. 

Ql In what capacity were you employed by them? 

A. Originally with no title, although I functioned 
as the controller of the company. 

Qi How many people were in it at that time, you, Mr. 
Rosen and who else? 

A. On the date of incorporation? 

Qi At the time it was formed. I am not interested in 
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corporations; the beginning of the corporation, Mr. Hanger. 
A. At the time it was formed there was only about 

five employees. 

Ql And was Rosen one of them? 

A. Yes. 

Qi Ben Zuckerman? 

A. Yes. 


10 ' 

11 ! 

12 | 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 
23 
2*1 
25 


q. And you were one of them? 

A. Correct. 

Ql Were you the three princip a l s a *- that point? 

A. No, there was a Bernard Meyers who was the trea¬ 
surer and he was engaged in setting up the plant. There was 
Qi YOu and Rosen were working together at that 
point; is that correct? 

A Yes. 

Ql At that point, Mr. Bertoli, Hanger was engaged 
in what, the manufacture of plastic disposable hangers? 

ft. It didn’t have any molds yet. We were just 

preparing to form the business. 

Cl Did there come a time when it did get into 

production? 

A Yes. 

ft Did there come a time when there was a discussion 
concerning Progressive Drug? 


f 
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A. Yes, there was. 

Qi When did that occur? 

A. That is interesting. It took place about five 
months — this would have been 1965. My prior testimony 
was wrong in time. The thing that refreshes me was about 
five months prior to Joseph Abrams going to jail in 
March '66. 

Q. He went to jail in March '66? 

A I believe so, yes. 

Ql In 1965, Progressive Drug was discussed in Mr. 
Hanger; is that correct? 

A What month was that? 

Ql In 1965. 

A Correct, right. 

Ql Did there come a time when it was discussed with 
you as to whether or not it would be a good investment for 
people to become interested in Progressive Drug? 

A No, I was just asked to arrange for the 



financing. 

Ql Did you arrange for the financing? 

A I had arranged for financing but it was 
not accepted. 

QL With whom did you arrange the financing? 

A Commercial Credit Corporation and with L.F.Dommerich. 
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Ql During that time, did you have contact with Harry 

Hcinick and Larry Press? 

A. Yes. 

Q. Would this still be in 1965? 

A. Correct. 

q. Were they the principals in Progressive Drug 

at that point? 

A. Were they principals? 

q. Were they operating Progressive Drug? 

A. Yes, they were. 

Qt Had they purchased Progressive Drug at that time, 
or where they in.the process of doing it? 

A. When it was first introduced to them, they were 
attempting to arrange for the financing in order to 
purchase it. 

Ql Who introduced you to them for the first time? 

A. Joseph Abrams. 

q, That was in 1965, correct? 

A. Yes. 

Qt Did there come a time when financing was 
secured for Progressive Drug? 

A. Yes, there was. 

Qt Who secured the financing for Progressive? 

A. Lawrence Rosen. 
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q, Through whom did he secure the financing for 
Progressive Drug? 

A. Commercial Trading Corporation. 

Q. That is a factoring outfit; is that correct? 

A. Yes, it is. 

Qt I think you told us a factoring outfit is an 
outfit that would supply capital for businesses? 

A. Right, financing receivables and so forth. 

Q. Did you in any way participate in the operation 
or the setting up of the records of Progressive Drug? 

A. At what time? 

Qt At any point in the first six months? 

A. In the first six months, no. 

Ql At any time later on did you, sir? 

A Yes, I did. 

Q. Did you have anything to do with the take-over of 
the stock of Progressive Drug by 20th Century? 

A. I was involved . the negotiations from time to 

time, yes, I was. 

Qi Did you make an analysis of the records of 
Progressive Drug for 20th Century? 

A No, I did not. 

Ql Did there come a time, sir, when Progressive 
Drug became a part of a solely owned subsidiary of 20th 
Century? 
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A. Through Pawnee Drug, yes, there was. 

ft What is Pawnee Drug, an intervening corporation? 

A. Yes. 

ft What happened was Progressive sold all its 
stock to Pawnee and then Pawnee in turn sold all its stock 
to 20th Century; is that what happened? 

A. That is exactly correct. 

ft When did that occur? 

A. I believe this was — the closing of all of the 
financing, I believe, was March '66. That is my recollection. 

ft March of 1966? 

A. It could have been a month earlier, but in 
that range. 

ft And in that period was Mr. Rosen still employed 
by Mr. Hanger? 

A. Yes, he was. 

ft Was Hanger now a stockholder in 20th Century 
which owned the entire stock of Progressive Drug? 

A. No, it was not. 

ft Did it become a stockholder in 20th Century? 

A. Mr. Hanger in 20th Century, not to my knowledge. 

ft Do you know whether or not there was any stock 
issued for Mr. Rosen's services for having secured the 
financing through Commercial Trading Corporation? 
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2 

A. Yes. He got his share of Pawnee Drug stock in 

3 

return for arranging for the financing, and in turn got 

4 

20th Century stock, not Mr. Hanger stock. 

5 

ft Did Mr. Rosen get the stock on behalf of Mr. 

6 

Hanger in 20th Century? 

7 

A. No, he did not, no way. His stock was in the 

8 

name of a nominee, in back Ben Zuckerman, not even in his 

9 

own name. 

10 

ft You are now saying that Mr. Rosen got stock in 

11 

the name of Ben Zuckerman in 20th Century? 

12 

A. Yes, of course. 

13 

ft Was that stock turned over to Mr. Hanger? 

14 

A. No way. 

15 

ft Do you know whether or not Mr. Rosen rendered any 

16 

services after the take-over of 20th Century and Progressive 

17 

Drug to Progressive Drug? 

18 

A. Sure, he did. 

19 

ft Services to Progressive Drug? 

20 

A. Yes. 

21 

ft What type services did he render? 

22 

A. He would meet with Henry Hoinick and Lawrence 

23 

I 

Press as a member of their executive committee, and they 

24 

would argue about the affairs of the business. 

25 

ft And that is all? 
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Yes. 


Q. You know of nothing else? 

A. No. He didn't have the time. 

Q. Pardon? 

A. He didn't have the time. 

Cl You don't know whether he met with any 
prospective suppliers to Progressive Drug? 

A. I would — 

Q, Do you know? 

A. I don't know if he did. 

Cl Do you know whether or not he made any trips out¬ 
side the State of New York on behalf of Progressive Drug? 

A. That I know he did not. 

Cl You know that as a fact? 

A. Yes, right. 

Cl Do you know whether or not he expended any of 
his moneys on behalf of the business of Progressive Drug? 

A. There is no way that I would be able to determine 
what he was doing out of his own pocket. 

Cl For how long had you known Mr. Hoinick? 

A. The first time I met Henry Hoinick I believe was 

in connection with the Progressive Drug matter. 

Cl How about Mr. Press? 

A. That was the first time I met him. I could have 
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met Hoinick earlier. I might have met him perhaps a 
year earlier. 

Q, Through Mr. Abrams also? 

A. Correct. 

Q, Were you ever paid any money by Progressive Drug? 
A. Yes, I was. 

Q. On more than one occasion? 

A. One occasion. 

Ql How much were you paid on that one occasion? 

A. I believe it was $2,000. 

Qi Did you render financial assistance to them, or 
did you render accounting assistance to them? 

A. A combination of the two. I originally had 
prepared the projections for the company. I reviewed the 
accountant's work papers for the fiscal year end. 
q, What was the fiscal year end? 

A I believe it was September 30th. 

<j. Of what year? 

A In that case it would have been September 30, 
'C6. I had sat in on some of the executive committee 
meetings and did make a recommendation to 20th Century that 

they do make a management change. 

q, Was this at the time that Futerman & 


Berylson were retained as accountants? 
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A. Correct. 

& Did you work with them, Mr. Bertoli? 

A. I did go over some of their work, yes,correct. 

Ql Did you assist them in the preparation of the 
financial report as of September 30, 1966? 

A. No, but the basic material that went into the 
report I did review with them. They were adjusting 
journal entries. 

Q, Did they have their own independent controller 

at Progressive Drug? 

A. Did who? 

Q. Did Progressive Drug have their own independent 

controller? 

A, Yes, they did. 

Ql When did you first learn that there were cash 
payments being made to Mr. Rosen by Progressive Drug? 

A. I believe it was probably in September or October 
of 1966. I had seen some cash coming back and forth, but 
I didn't exactly knov, what it was for. 

Ql Coming back and forth to where? 

A. From Progressive Drug to Mr. Hanger. 

Ci Who would bring the cash in? 

A. Abe Katz was delivering the money either to 
Pearl Levine or to Lawrence Rosen. 




SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FOLEY SQUARE. NEW YORK. N.Y. CO T-4SS0 







jqmb!3 


Bertoli - cross 


57 A 


Q And that was in your office at Mr. Hanger? 

A I didn't have an office. I either shared space 
with Mr. Rosen's office or in Pearl Levine's office. 

Q, On how many occasions did you see Mr. Katz 
bringing money to give Mr. Rosen money? 

A At least two occasions. 

Q. When were they? 

A It would have been some time in the summer 
of 1966. It could have been the spring. 

Ql Could you be more explicit than that? 

A No. 

Qt It was either the spring or summer of 1966? 

A Yes. 

THE COURT: Would you like to make this the end 
of the day? 

MR. HOEY: Yes, I would like to review some of the 
material I received. 

THE COURT: As I told counsel, although our storm doesn' 
seem to be very significant now and in the immediate vicinity 
of the building, I do know that some of you live a fair 
amount of distance away, and I am going to suspend earlier 
than otherwise therefore, in case that is the fact, that you 
live in an area where there is more snow than Foley Square. 

Normally we would work until 4:30 unless otherwise 
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2 

indicated, and we start at 10 o'clock. Without any 


3 

further ado I say goodbye to you and ask that you return 


4 

to your jury room a minute or two before 10. As you have 


5 

learned, if any one of you is late, the rest of us have 


6 

to wait. 


r 7 

THE FOREMAN: I apologize. 


8 I 

THE COURT: I accept that apology. 


9 

As you know, we haven't finished the case or the 


10 

Government's case. My best advice to you is to put the case 


11 

out of your minds. Don't even think about it or talk 


12 

about it with your friends and loved ones. It's really 


13 

your business and nobody else's. 


14 

We will see you tomorrow at 10 o'clock. 


15 

(The jury left the courtroom.) 


16 

THE COURT: Gentlemen, I have read what was marked 


* 17 

during the side-bar conference, Government's 3501-0, that 


18 

being, of course, the transcript of the grand jury minutes 


19 

of Mr. Bertoli, not in this case but in the case of United 


20 

States vs. Aniello DelCroce. Those minutes, it is true, do 


21 

refer to the name of the defendant. They refer to Mr. Hanger 


22 

and Yankee Plastics, but as I read them, they are totally 


23 

unrelated to this case and totally unrelated to the testimony 


24 

of Mr. Bertoli on direct. 


25 

Therefore, I think the Government counsel, Mr. Bush, 
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is correct in arguing that these materials just described need 
not be turned over to the defense in our case; so I am 
returning these to you, Mr. Bush. 

MR. BUSH; Might I just correct one thing for the 
record? I think that I was confused when we handed this to 
you, and subsequently we referred to it as 3501-N. I think 
your Honor actually I wrote N over 0, just to keep the 
documentation correct. 

THE COURT: That is right. You are correct. 

The other matter is this, I don't suppose you 
would have a copy of Government's 8A, the redacted copy of 
the March 26, 1969 letter, I think it is? 

MR. BUSH; I don't know whether I have an extra copy 
of the thing. Might I suggest that I give you 8, which 
is the full letter, or leave 8A with you? 

THE COURT: I don't want to assume that heavy 
responsibility. Let me borrow 8 for identification. That 
will serve my purposes. 

MR. BUSH: Very well. 

THE COURT: I will see you gentlemen tomorrow at 
10 o'clock. 

MR. HOLY: In planning on the defense of this case, 
your Honor, it would be our understanding that Mr. Musoff 
would ta*e the accounting witnesses, and I would take the 
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other type witnesses. 

THE COURT: That is fine. I don't object to that. 
I am looking to you and all of a sudden I hear somebody 
else. YOu certainly can divide witnesses; that is fine. 
MR. HOEY: That is all we want, your Honor. 

THE COURT: Surely. 

(Trial adjourned to Tuesday, February 26, 

1974 , at 10 :00 a.m.) 
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UNITED STATES OF AMERICA 

vs. 73 CR 408 


PAUL LAWRENCE ROSENRAUCH 


February 26, 1974 
10:15 a.m. 


(in open court - jury not present.) 

THE COURT: Gentlemen, our Jur^r No. 4 , Mrs. 

Gibbs, is still, as far as I know, not here. I don't know 
quite how to account for that on a lovely day like this we 
seem to be plagued so far by juror lateness. 

While she is not here, let us take up this Exhibit 
8 or S-A for Identification as the redacted copy is known. 

First of all, Mr. Bush, I would like to know what 
portion of this is it that you think is relevent? I think 
I know what you think but I believe I am entitled to know 
exactly what you think rather than guessing. 

MR. BUSH: Well, I think the first portion is 

introductory and explains to a degree the sense of the letter 
and why it was written. 


THE COURT: Yes. 

MR. BUSH: Turning to the second page, I believe 

specifically that the last paragraph refers to a sum of $5,OCX 
which the defendant says that he received from Progressive 
in payment for certain consulting work that he rendered to the 
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company. That is, m fact, the sum which the Government 

3 

i 

now claims was not reported on his 1966 and 1967 tax returns, 

j and the sum that for 1966 it claims that he attempted to 

CJ 

evade taxes and, in part, also for the same reason in 1967. 

6 

Directing my attention to some discussion in the 

7 

preceding paragraph about a figure of $36,000, this particular 


figure refers to the amount that the defendant received for 


his Twentieth Century stock that he got as a finder's fee, 

10 ! 

so to speak, for arranging the purchase by Twentieth Century 

u 

[ through the medium of Pawnee Drug Company the purchase of 

12 

Progressive Drug Company. 

13 

He states here, I believe, that this sum was 

14 

ultimately turned over to Mr. Hanger as income to that 

15 

particular company and as your Honor will recall, 1 believe 

If 

that this subject did come up in the cross examination of 

17 

Mr. Bertoli and is likely to come up again during the course 

18 

l of the trial. 

19 

So it's basically those two paragraphs with the 

20 

preceding material which states in substance what he did 

21 

for Progressive Drug Company. The remainder of the letter 

22 

I think has been basically redacted with the exception of a 

23 j 

small portion cn Page 3 that is in keeping with the material 

24 

that preceded that in Pages 1 and 2. 

25 

THE COURT: Well, now, Mr. Hoey, what is it that 

you say is prejudicial about this? 
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MR. HOEY: Your Honor, as far as the first page 
is concerned, your Honor, I think that that is prejudicial 
because the first part is talking about the New York State 
Investigation Committee. Second, they are talking about 
clandestine payments. 

THE COURT: This is a case where we have a dearth 

of copies. May I see 8-A? 

MR. BUSH: I might point out for the record the 

first paragraph has been taken out on a 8-A. 

THE COURT: The first paragraph in the redacted 

exhibit known as 8-A for identification is removed quite 
properly, in my judgment. That would be prejudicial, but 
the rest I am a little at a loss to understand you. 

MR. HOEY: We are talking about clandestine payments 
° n a — a - 1:L Street Journal report, the second line. 

We are talking about a Twentieth Century affiliate. 
There has been no testimony on here, and I don't think that 
they can in any way show that there is anything other than 
a stock relationship. 

THE COURT: That is not prejudicial. These are 
the words of your client. I don't quite follow that. It 
, may well be that a lot of this material is not factual. 

As a matter of fact, the Government, as you and I 
will know, contends that a lot of this is not factual but 
that doesn't mean it's prejudicial to Mr. Rosen. 
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MR. HOEY: In that I agree. Of course, the letter 

3 

was actually never sent, your Honor. That is another item. 

4 

THE COURT: Never sent? 

5 

MR. HOEY: Never sent to Mr. Curran. 

6 

THE COURT: That I don't know. All I know is 

7 i 

that — 

b 1 

MR. HOEY: Mr. Greenberg said he received a copy 

9 j 

of it. 

10 

THE COURT: Right. 

11 

MR. HOEY: That is all. 

V* 

THE COURT: Well, does the Government agree it was 

13 

never sent? 

14 

MR. BUSH: As far as we can ascertain it wasn't 

13 

sent to Mr. Curran but it was presented by the defendant to 

16 

| Mr. Greenberg and I am not sure — 

17 

THE COURT: Mr. Hoey and I are not disputing that. 

18 

I am asking you about quite a different problem, Mr. Bush. 

19 

Was it ever sent to its addressee? 

20 

MR. BUSH: To my knowledge, Mr. Curran does not 

21 

recall ever seeing it and the files of the State Investigation's 

22 

! Commission does not have a copy of it. Beyond that I cannot 

23 

say that it was not sent. 

24 

THE COURT: Anything else, Mr. Hoey? 

25 

MR. HOEY: I, of course, disagree with some of the 
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language in there but that is something — this statement 
of Mr. Bush that this was a fee to Mr. Rosen is inaccurate 
because the records of Progressive Drug, as Mr. Bush'should 
know, indicate that the nominee of Mr. Hanger was Mr. 
Benjamin Zuckerman who was, I believe, then the president 
of Mr. Hanger and it was at all times, for the paper and 
sums of money, in possession of Mr. Hanger rather than of the 
individual. 

THE COURT: That may well be. Again, as I said, 
but that really doesn't enter into it, as I see it. Your 
client is able to show that certain of these facts that he 
put in this letter are not true now, and he will have the 
right to do that through such methods of proof as you and 
he deem fit. But what I am trying to get at is the prejudice 
point. 

I'm inclined, having heard Mr. Bertoli now, to 
permit the Government to put this in. However, it will 
only be in the redacted copy, that is 8-A for Identification 
and further than that, Mr. Bush, I think you should state 
that either you stipulate with the defense that this 
letter was never sent to its addressee, as a matter of fact, 
or that you stipulate or represent to the jury at the 
time you bring this to their attention, that Government 
has no evidence that even Mr. Rosen nor anyone on his behalf 
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ever delivered or mailed it to the addressee. 

MR. BUSH: If Mr. Hoey wants to stipulate that 

it v*as never sent to Mr. Curran I have no problem 
j stipulating to that fact. 

THE COURT: I gather that is his position. 

MR. HOEY: My position is that it was never 

delivered either by hand or by the United State Post Office 
or by any other means to Mr. Curran and/or the State 
Investigation Commission. 

' 

THE COURT: That is fine. And I don't think the 

I 

i Government contends to the contrary. 

Therefore, I think it should be brought to the 
jury's attention. Unless, of course, the defense does not 
want it brought to the jury's attention, in which event I 
won't make this a requirement of its introduction. 

MR. HOEY: I didn't follow you on that. 

THE COURT: Look, Mr. Hoey, what I am saying is 

:j this: If you do not wish this brought to the jury's 
jattention I will not insist that it be done. I had understood 
| you a few minutes ago, however, to make the argument that 
j it was never delivered to the addressee. 

MR. HOEY: That is correct. 

THE COURT: And the Government apparently doesn't 
disagree with you. 
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MR. HOEY: I agree. 

THE COURT: If you want that brought to the 

attention of the jury I am all for you. 

MR. HOEY: That is what I wanted. 

THE COURT: I am all for you. I am trying 

to support by saying that either the Government has to 
concede that they have no evidence to the contrary or you 
both stipulate but I leave that u pto you . 

MR. HOEY: I would stipulate that it was never 

delivered by Mr. Rosen or by any other means to Mr. Curran 
and/or the State's Investigation Commission. 

THE COURT: All right. Will you accept that, Mr. 

Bush? 


MR. BUSH: The Government will accept that, your 


Honor . 

THE COURT: All right. 

MR. HOEY: Your Honor, as far as redacting is 

concerned, may I ask the name of the Paul Curran, his title 
and the address be redacted from this, and just to start out 
with "Gentlemen"? That is, to avoid the question of 
prejudice in this case, any possible prejudice in this case. 

THE COURT: Of course, if we did that, all this 
talk about the stipulation would be inconsequential. 

MR. BUSH: The think the letter is redacted 
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2 as proper as it is. I don't see how the fact that it's 

3 addressed to Mr. Curran per se will mean anything to the jury 
■< j particularly in light of the stipulation. 

o I THE COURT: Well, he is the United States 

6 Attorney and they have been told that. 

'! j Of course, that can cut both ways. 

MR. HOEY: That is true. 

|| 

THE COURT: That can help the defense actually, 

, I 

10 ij if you think about it a little bit. 

11 jj MR. BUSH: If the defendand desires to eliminate 


|| just the name of Mr. Curran but not the State Investigation 


13 ! Commission, it would be acceptable to the Government although 

14 it's also acceptable to the Government to leave the letter 
as it is in redacted form. 

16 THE COURT: Well, what would you think of that 

17 idea, Mr. Hoey? Would that help any from your point of view? 

18 MR. HOEY: Well, actually from my point of view 

19 it would help if I just left Mr. Curran in and left his 

20 title as Chairman of the State Investigation Commission out. 

21 the COURT: I can understand that but I don't 

22 think I will require the Government to excise this address 

23 because it really is of considerable importance to the jury 

24 to know that the letter is addressed to somebody and that 

23 it was a somebody in a public body, which has already come out 
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more or less by indication from the testimony of Mr. Greenberg 


So I will let that matter stand and 8-A will be 
received without any fetters on the Government's bringing 
it to the jury's attention at an appropriate point, which 
point should not come during cross examination, by the way, 
Mr. Bush. 


You should wait until after this is over and this 
witness is excused at the very least. 

Exception to the defendant. 

What is the story about Mrs. Gibbs? 

I am handing down 8-A in evidence and 8. 

In the meantime, our Juror Number 4 has called 
our chambers and indicated that she was in some subway 
accident but that she is on her way. The perils of getting 
a jury together in New YOrk City are getting increasingly 
grave. 




MR. MUSOFF: If your Honor please, may I take 

the time, since we have it at this point, to correct a 
misimpression I may have made both to the Court and Mr. Bush 
when I alluded to the purpose of Mr. Gelfand's testimony as 
an expert witness in this case. At that time I stated that 
he would not testify to happenings or events but that he 
would be called as a tax expert in the ordinary sense. That 
statement is true with respect to any events contemporaneous 


i 
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with the years that is the subject of this indictment. 
However, during the year 1972 Mr. Gelfand, as a tax expert, 
dealt with the Canadian Department of National Revenue and 

il 

at that point he secured a determination of taxes of 

; 

Intercontinental Hanger which indicated the acceptance of 
payments made to Mr. Rosen as loans rather than salary and 
when he is called I would expect that he would testify to 


that fact. 


10 

n 

12 

13 


THE COURT: If that is going to happen , I would 
appreciate your telling us, Mr. Musoff, but let me also 
tell you that I will tell the jury flatly that is of no 
controlling force or weight here whatsoever as a matter of 


14 


law. 


15 

16 


MR. MUSOFF: I understand that, your Honor, that 

the jury -- 


J7 


18 

19 

20 
21 


22 


23 

24 

25 


THE COURT: You and this expert better understand 

it because that is the law. I have had this experience and 

this issue has arisen in a number of cases in this circuit, 

I 

going back to the cases when I was a prosecutorial type myself. 
■ And this is the law and it hasn't changed. But if you, 

! for some reason, think this is relevant, I must tell you 

j 

I that that is what the charge will be. I can't conceive of 

i 

any basis to decide this case on any kind of determination 
by some Canadian tax authority. I just don't. 
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In any event, I appreciate your bringing this to 
our attention and I see no reason to deviate from my 
acquiescence with your viewpoint yesterday that this gentleman 
sit here and listen to whatever he wants to listen to. 

MR. MUSOFF: Thank you, your Honor. 

MR. BUSH: Unless the Government sounds be 

construed as .acquiessence, the Government doesn't believe 
that such testimony is relevant and, moreover, it doesn't 
believe that the factual representations Mr. Musoff has made 
with respect to it are correct. 

THE COURT: Well, I think you could be right but 
I am not going to rule on that until I hear what I hear. 

We aren't at that stage yet. 
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MR. BUSH: Your Honor, do you want Mr. Dcrtoli 
brouqht out? 

Till: COURT: Do I want what? 

MR. BUSH: Are we ready to begin? 

TUF COURT: As far as I an concerned, yes. 

(Jury present.) 

RICHARD B R R T O L I, resumed. 

T!’R CLPRR: M r. Rcrtoli, you are still under 


oath. 


• THR COURT: Radies and oentlonen, we are finally 


readv 

r R a eg 

BY MR. 
O 
A 
O 

A 

Ir. '65 


to oroceed. Mr. Hoey? 


T 'RAMIMA'" 1 Trv I C nM TTMU”n 
,T ORY: 

Mr. Bertoli, in 1965, by whom were you employed? 
Mr. Ranger, Inc . t and its subsidiaries. 

And you were employed there as what? 

I functioned as the controller of the company. 

I was spending most of my tine on the financial 


phase. 

0 

O As that you were a salaried employee, is that 
correct? 


A For most of 1965, v os. 

o What salary wore you gettinn at that time? 
A I believe it was 6290 a week. 
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O Any other fringe benefits, Mr. Bertoli? 

A In 1065 I don't believe so, but it is possible. 

0 Was it in 1965 that you met Hainick and Press? 

A Yes, it was. 

O Was it at that time that you v/ere endeavoring to 
secure financing for Progressive Drug? 

A Yes, it was. 

0 Had Mr. Hainick and Mr. Press already invested 

into Progressive Drug, do you know? 

A Not from the records. I don't believe they 
had invested any money at that time. 

n Did there cone a tine when they did invest 


monov? 

A They? No. 

° Did they secure any financing through you? 

A No, they did not. 


to 

of 


o At the time you were working with them in an endcav 
secure financing, Mr. Bertoli, were you acting on behalf 
Mr. Hanger? 


ar 


A Mo, I was not. 

O Were' you acting on behalf of yourself? 

A Yes, I was. 

0 This is what you claim is an extracurricular 
activitv, is that correct? 
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A Yes, that is correct. 

o And your efforts were unsuccessful. 

A My efforts wore successful but they were not ac¬ 
cepted by all of the people involved. 

r> Who other than Hainick and Press wore involved in 
Progressive Drug at thin point, 1955? 

A Joseph Abrans and Lawrence D osen. 

o Joseph Abrams, was he an investor at that point? 

A Joseph Abrams had provided financing at the 

roauest of Lawrence Rosen to Pawnee Druq. Pawnee Drug in 
turn used that money as the down-payment on a contract to 
mu re'aso Progressive ^run. 

o Did you have anything to do with the securing of 
the down-payment sum from Mr. Abrams? 

A No, I did not. 

n Did Mr. Abrans have any stock interest in Pawnee 
hrun at that tine? 

A At that time I don't recall. I don't recall if 
there was a division of t^o shares of Pawnee at that date. 

o ny the way, were you actinn — 

A. Could have been. 

o — as financial advisor or accountant for Mr. 
Abrams at that point, Mr. nertoli? 

A At that point? *'o, I v;as not. 
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o Did thorn conn a tinn when you did act as his 


accountant and/or financial advisor? 

A Yes, thorn was. 

0 Did you act as both? 

A It is difficult to — it depends on your definition 
of financial advisor. As an accountant I guess you could 

assune that I was acting as both. 

o Did you give financial advice? '"hat is what I am 

sayina. 

A Yes. 

o When was the deal consummated whereby Progressive 

"iruo vras tab.on over bv Pawnee? 

A It was in the latter oart o'* 10P5 that they entered 

into a contract, but the contract was not closed until 

sometime in earlv ’6P. 

n vjho were the nrincioals in Pawnee? 

A The nrincioals in Pawnee at the time of the 

contract? 

0 The contract and then at the time of the cluing. 

A The nrincioals at the time of the contract were 

Penrv Hainick and bavrence Press. I don't believe additional 

shares were issued at the ti*"e of contract. 

p How lor.'’ v.-as it between the contract and the 

closing of title? 


11 

1 I 
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76 A 

A M)Out throe months. 

o In the interveninq period did there cone a tine 
when other nconlo or other groups became part of Pawnee? 

A Vos. 

o V’ho were the other individuals? 

A Lawrence Posen, Joseoh Abrans, James n g les> ee, whom 

I vas allocated shares of Pawnee Drug am 1 I nave then to 
oglesbee, so he received his shares directly — or nv shares, 

T should sav. 

n Were these shares given to you for services ren¬ 
dered? 

a Vos. 

o Thev '’ere given to vou bv whom? 

A Thev were allocated from the oriainal incorporation 
m his was the arrangements that came back at a meetinn t .< t 
v ,, a s held between Posen, orams, Jlainick a.n ' 1 n rcss. 
o You weren't present. 

r v And the Ooldnans. 

o ,T ere you nresent at that meetinn? 

A I was present for part of the meetinn. 
o n.nd certain shares of Pawnee were allocated to 

you, is that correct? 

A That's correct, 

n who is *ir. ^glcslee? 
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A Oglesliee is a close friend of an attorney who has 
represented me on occasion in Chicago. 

O That attorney's name is what? 

A William Arnold. 

Q Did Mr. OglesVeeturn the shares of Pawnee over to 
M r. Arnold? 

A No, he did not. 

o He held them as a nominee for Mr. Arnold? 

A I don't believe so. 

0 You just gave them to him as a close friend -- 
A That's right. 

o — of your attorney, is that correct? 

A Fxactlv. 

O When Pawnee comoleted the contract and closed the 

title on taking over Progressive Drug — is that v/hnt you 
are saving to us? 

Ml. BUSH: Objection as to the meaning of the 

question. 

MR. HOF.Y: I will withdraw the question. I will 
ro‘rane it, then. 

O The closing of title was between whom, Mr. 

Bertoli? 

A The closing of title would be between Pawnee Drug 

I 

and Progressive Drug, but in effect it was a simultaneous 
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closing because at the same tine Pawnee Drug was exchanging 
its shares with 20th Century Industries' who in turn was 
receiving the financing fron Conncrcial Trading Corporation, 
o Let no break it down a little bit so I would 


8 

10 

11 

12 

13 

14 

15 
1G 

17 

18 

19 
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21 
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24 
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understand it. 

Was Progressive Drug a conpany or a corporation, 
if you know? 

A Progressive Drug was a corooration. 

n Progressive Drug was selling its stock to 

Pawnee, is that correct? 

7. That's correct. 

o Pawnee in turn was transferrins all o r its stock 
to 20th Century Industries; is that what you are saying? 

A Right. Exactly. 

Q At the sane tine a financing agreenent v/as entered 
into with Connercial Trading whereby they were goinc to 
finance the ’/holly owned subsidiary o^ 2 0th Centurv -- 

A 20th Century. 

O -- v/hich would be Progressive Drug, is that it? 

A Correct. 

o Were von nresent at the closing agreenent 

excuse — clo"! nn of the contract? 

A ‘In, t was not. 

MR. nin-.P; Objection as to which closing, v our 
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Honor. T am not sure whether we have a closing as to 
20th Century, Progressive or Pawnee. 

TIIF COURT: Well, which is it, Mr. Hoey? 

MR. HOEY: I will reframe the question. 

n Were you present at the transfer of title of the 
stock of Progressive from the stockholders to Pawnee? 

A No, I was not. 

O Were you present at the tine that the Pawnee stock 
was transferred to 20th Century? 

A No, 1 was not. 

o Were you present at the tinn that any finane inn 

agreement was made between p rooressive Drug and Commercial 

Trading mornoration? 

A I believe I was. 

0 Did you have anything to do with drawing uo 
that agreement of financing between Commercial trading and 
Progressive Drug? 

A. Drawing the agreement? No. T hat was done >v 
Commercial Trading. 

O Did you have anything to do with the negotiations 
o r she agreement between Commercial Trading and Progressive 
Drug? 

A Onlv to the extent that the” utilized my projectior 
end summaries. 
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o In other words you had made projections and 

3 ■ summaries prior to tho closing o* the finance agreement? 

i 

A That is correct. 

o And that is also nrior to the takeover by Pavmee 
20th Tentur'' of Progressive’ 

7 A That in correct. • 

n Is that correct? 

l| , 

A That is correct. 
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Q Were you paid for that, by the way, Mr. Bertoli? 

A No, other than the fact that I was allocated shares 

of stock in Pawnee. 

Q Hew many shares of stock were you allocated? 

A I don't recall how much it was in Pawnee but it was 


converted into 10,000 shares of Twentieth Century. 

Q Was Twentieth Century a publicly held company? 


Yes. 


Q That means it is registered with the Securities & 
Exchange Commission, shares could be sold to the public? 

A The company is registered with the Securities & 
Exchange Commission and subject to periodic reporting. 

Q And you got 10,000 shares of their stock? 

A That is correct. 

Q That is for your projections and summary of work? 
A That is correct. 


And those you turned over to Mr. Oglesbee, is that 


correct? 


A That is correct. 

A At that time, Mr. Bertoli, did you owe Mr. Oglesbee 


any money? 


MR. BUSH: Objection as to relevancy. I think we 
have pursued this line of questioning far enough. 


SOUTHERN DISTRICT COURT REPORTERS. U .S. COURT MOUSE 
FOLEY SQUARE, NEW YORK. N.Y. CO 7-4SS0 





1 

jqr 82A iw 

2 

Bertoli - cross 

3 

THE COURT: I must say I don't understand what 

a It 

difference it makes to our case if he owed Oglesbee money 

> 

at all. 

1 

MR. HOEY: All right. 

7 

THE COURT: As I understand it, you agreed to take 

1 

h j 

shares of Oglesbee, isn't that what you told us? 

i 

THE WITNESS: No, your Honor. I was allocated 

20 

shares, in effect, in Twentieth Century Industries. I 

11 

had owed favors to William Arnold. He, in turn, owed favors 

■ 

to Oglesbee and, as a result, I had said to Arnold, "It's 

13 

investment stock in a company which stock is trading at a 

14 

low price, why don't you take those shares?" 

IS 

He said, "Fine, but, in turn, I don't need them, 

16 

give them to Oglesbee." 

17 

THE COURT: This accomodated you and it acccmcdatec. 

18 

Arnold? 

19 

THE WITNESS: Exactly. 

20 

MR. HOEY: That is what I was trying to get at. 

21 

q You mentioned an investment stock. What do you 

22 

mean by that? 

23 

MR. BUSH: Objection again as to relevancy. 

24 

THE COURT: We have gone this far. It seems to 

25 

me the meaning is quite plain. If counsel wants to ask it we 
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JQR 

Bertoli - cross 

will allow this one question on this subject. 

This is restricted stock which cannot be immediately 

scid to the 9 ene ral public without registration or a legal 
opinion. 

Thereafter, Mr. Bertoli, when did this occur, this 
closing, to the best of your recollection? 

MR. BUSH: Which closing are we addressing now? 

MR. HOEY: The closing involving Progressive Drug, 

Pawnee, Twentieth Century and the financing agreement with 
Commercial Trading Corporation. 

MR. BUSH: If I am not mistaken, your Honor, there 

are three separate closings. Perhaps we can narrow it 
down. 

MR. HOEY: I thought the witness said they all 

appeared simultaneously. I am trying to find out when it 
happened . 

A Well, I think the contracts would speak for themselve 
but there were a series of contracts that were drawn. 

Paperwork was drawn between Progressive Drug and Pawnee Drug. 
Ihere was only a down payment given at that point. The 
actual closing in reality, I believe, took place all at one 
time and that would be in early 1966. 

Q That is all I am asking you. 
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A When Commercial Trading turned the money over. 

Q During 1966 did you do any work for Progressive 




i| Drug? 


o 
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A Yes, I did. 

Q When? 

A Sometime in September of 1966 or October of 1966. 

Q In the intervening period between the early part 

of 1966 and the September or October date of 1966 did you 
do any work of an accounting nature or financial nature 
regarding Progressive Drug? 

A I believe only one on one occasion. 

Q Were you paid for that? 

A No, I was not. 

Q In September or October of 1966 what was the 
circumstances under which you did work for Progressive Drug? 

A I don't understand the question. 

Q How did it happen that you went to do work for 

Progressive Drug? Who asked you to work for them? 

A I was asked to work for them by Sam and Martin 
Goldeman. 

0 They were the principals in Twentieth Century, is 

that correct? 

A That is correct. 
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Q What did you do for them at that time? 

A I went in as a favor and took a look at the records 

to take a look at the cash problems that had been noted by 
the accountants. 

Q Had the accountants already been in there? 

A They had been in there for about a week. 

Q This is either September or October of 1966? 

A That is correct. 

Q The books were all made available to you? 

A Yes. 

Q Did you see Mr. Hainick there? 

A Yes, I did. 

Q Did you speak to Mr. Hainick? 

A Yes. 

Q What was his function at Progressive Drug? 

A He handled their legal problems. He supervised the 

administrative area of the company. 

Q Would it be safe to say that he handled the 
administrative end of the business? 

A Yes, that is correct. 

Q That would be including the keeping of records and 

finances and other things? 

A Correct. 
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1 


And did you see Mr. Press there? 

Yes, I did. 

Did you see Mr. Goldfinger there? 

Yes, I did. 

What was his position there? 

Mr. Goldfinger was the controller of Progressive 


i! Drug. 




The controller is the person who actually keeps 


. , the records, makes the entries or docket entries or they are 

ji made under his direct supervision, is that correct? 

1.5 A Yes, basically. 

14 q How long did you spend making a study of the cash 

flow, 1 presume, of Progressive Drug? 

Ifi A It wasn't cash flow. 

Q What was it? 

18 A It was cash disbursements, actual cash. 

19 Q Excuse me, I used the wrong term. 

20 A I spent about three, four hours. 

2! Q And the books were all made available to you? 

22 jj A Well, they were made available but I didn't utilize 

23 \ l them because I was just going over the summaries from Milton 


24 iGottesman. Milton Gottesman had provided me with them. 

25 j Milton Gottesman was the accountant for Futerman & 
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Berylson who had just taken over the audit work at Progressive 
Drug. He had uncovered the fact that there was a substantial 
amount of missing cash. 

Q What was the amount? 

A At that point I believe it was something like 20 
or $30,000, somewhere in that neighborhood. 

Q Were your brought in to find out where the cash 
had gone? 

A No, because he was able to immediately note where 
it went. 

Q And your purpose was what in being brought in? 

A Just to go over what the problems were with them. 

Q And did you determine the problems? 

A 1 determined some of the problems, yes. 

Q Did you determine that there was travel and expense 

problems in the company? 

A Yes, I did. 

Q How about the marketing problems? 

A Well, I don't know what you mean by marketing problem 

Q Sales problems. 

A The company — that didn't take place at that 
conversation but at a subsequent date I had sat in on some 
xecutive committee meetings and there was disagreement as to 
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what direction the company should take marketing-wise. 

There was disagreement on sales. It was a disagreement on 

virtually every management point. 

Q By the way, do you know who the Board of Directors 

were at the time? 

A The official board of directors? 

Q There can only be one official board of directors, 
can't there not, in a corporation, Mr. Bertoli? 

A One official board of directors, yes. 

Q Who were the official board of directors, as you 

recall them? 

A The official board of directors, I believe, were 
Sam Goldman, Martin Goldman -- and I can't think of who the 

other official directors were. 

Q Were there minutes kept of Progressive Drug? 

A Not that I know of. 

Q Did you attend any meetings of the board of directory? 
A I never attended any meetings of the board of 
directors, the official board of directors. 

Q After you had made this three or four-hour analysis, 

did you speak to Mr. Rosen? 

A The following day, the following morning. 

Q And can you be more explicit in regard to dates, Mr. 
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ttertoli? 


A I am afraid I cannot. 

q it was either sometime in September or October 

1966, is that correct? 

A That is correct. 

What is the official fiscal year or what was th 

:i.c 1 vear of Progressive Drug? 

A Progressive Drug was on a calendar year end account 

ing-vise. I believe one of the other companies was on a 

September 30, and I forget which one. 

q And the accountant who was in there, Mr. Gotten .n 
what was he doing in there? Was he making an audit of the 
books for the year? 

A No, he was doing a preliminary audit. when you 
an audit usually you will 90 in before the year end in order 
to do most of your work and prepare for the year end and 

I 

1 after the year end come back. 

j q That is customary, to come in and in three mom is 

or four months before the end of your fiscal year to make a 

preliminary audit? 

A That is correct. 
q And that was done in this case? 

A It is customary in the industry, yes. 


SOUTMIHN OliTRICT COUNT RCPONTCRS. ».%' C °“"™ OU “ 

POLtv *QUA«E. *ew V0RK - H V - c0 


1 




90\ 


Bertoli - cross 


The industry you are talking about -- 
The accounting profession. 

The accounting industry? 


Yes. 


0 Before you spoke to Mr. Rosen had you spokc.n to the 
controller, Mr. Goldfinger? 

A Before I came -- I don't understand the question. 

( ; You mean that day? 

Q You were up there for about four hours. Did you 

11 I 

talk to Mr. Goldfinger? 

i 

... A Yes, I did. 

Q Did he show you anything? 

A Yes, he did. 

1 Q What did he show you? 

A He showed me a black book which contained notations 

1 as to where various cash items were going. 

„ q And you examined that, sir? 

19 w 1 

l! 

A I looked at it, yes, I did. 

2j 

^ q Do you remember when that first started, that black 

oo book, when the first entries were made? 

ry A I believe it was around the date of the closing. 

u I think it was early in 1966. 

Q Could you tell us what month it would be, Mr. Bertoli 
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i would have to think February or March. 
Of 1966? 


A 


'lea 


q What sort of book was this, Mr. Bertoli 
A It was a little black binder. I can’t think 
! remember was a black cover and I have no recollection ot il 
o was it a bound book or was it a looseleaf book: 

A I believe it was a bound book. 

q Can you tell us the size of it? 


A I am looking to see if there is something I can 

i jo int vc that would describe it. It would be a little sma 

* 

than the testimony that is sitting in front of Mr. Rosen. 
q What is that, 8 by 11? 

A Yes. 

g For how long a period of time or up to what period 
of time were those notations made in that book that . 

examined? 

A Bp until the date that we were there. 
q Were you able to check out the amount that had 
paid cut or that was listed in that book and come to that 

point? 

A What do you mean by check cut? 

Did you add up the amounts that had been pard 
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cross 

3 

by cash? 



A 

I did not. They were tabulated by Gottesman on a 

•• 1 

work paper. 


Q 

Was that on a separate paper? 

7 

A 

Yes. 

* {! 

Q 

Did he give you that paper? 

! 

i 

! 

A 

I looked at that, yes. 

,0 I 

Q 

Did you make any notations from that paper? 

n 

A 

I could have. I don't recall. 

12 

Q 

You don't recall? 

13 

A 

No. 

14 

Q 

Do you have them? 

15 

A 

Do I have what? 

16 

Q 

Would you have those notations if you made them, 

17 

Mr. Bertoli? 

18 

A 

No, I would not. 

19 

Q 

Were the amounts that were listed therein of an equa. 

20 

i amount? 


21 

A 

As far as that sheet was concerned, no, there were 

22 

varying 

amounts. 

23 

! Q 

1 

And what was the largest amount that you saw that 

24 

1 

li was recorded in that black book? 

25 

A 

I don't recall. I believe there was one around -- 
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3 

I remember one around $900 or something like that. 

} 

Q And what was the lowest amount? 

V 

A I don't recall. 

V 

Q And did Mr. Gottesman at that time tell you the 

1 

number of people who were receiving funds that were being 


)e orded in that black book? 


MR. BUSH: Objection as to hearsay, your Hono 

iU 

THE COURT: x am not quite sure what the thrust 

i 

oL your question is. I am sorry, Mr. Hoey. What do you 

12 

mean by that? 

its 

MR. HOEY: Mr. Bertoli in his direct examination 

U 

THE COURT: That is not the problem. On its 

' S 

face I don't understand the question. 


MR. HOEY: I will withdraw it and reframe it. 

I 

VI 

THE COURT: Reframe it. 

*8 

Q Did Mr. Gottesman tell you, Mr. Bertoli, to whoi< 

19 

references were made in regard to the figures and in numbm . 


and dates made in that black book? 


A Yes, he did. 


Q To whom did he refer? Whom did he tell you the 

23 

references were made to? 

9A 

i 

MR. BUSH: Same objection. 

25 

L 

THE COURT: That broad a question, Mr. Hoey, I 
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suggest to you is not only irrelevant but, worse than that, 
it may bring out things that neither you nor the Government 
need to get into nor, indeed, would want to get into. 

I don't quite follow from your point of view what 
this is designed to get at. If you want to ask him about 
any references to your client or something of that nature, 
why, that might be something else, but I think you ought to 
make it clear that that is what you are after. 

MR. HOEY: I know what I am after. 

THE COURT: Then why don't you specify it? 

I think it's unnecessary, from your point even, 
to get into a whole lot of names and amounts which have 
nothing to do with our case at all, either from the 
Prosecutor's viewpoint or the defense's viewpoint. 

Q Mr. Bertoli, from the book that was shown to you 
by Mr. Goldfinger, were you able to determine to whom 
reference wa3 made on the numbers and the dates? 

MR. BUSH: Same objection. I am not sure I 
understand the form of the question, your Honor. 

THE COURT: I have the same problem as I expresse< 

a moment ago, Mr. Hoey. This could involve people and 
numbers that have nothing to do with our situation and, 
worst than that, might be counter-productive. 
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Q Mr. Bertoli, was Lawrence Rosen's name mentioned 
in this book? 

A I believe his initials were. 

Q Do you have the book? 

A No, I don't. If you will show it to me, I will 
probably be able to show you. 

MR. HOEY: I would like to see the book at this 


10 point. 


MR. BUSH: 


The Government has a copy of the 


12 j book which had been marked for identification. I have no 


j3 objection to turning it over to defense counsel at this time. 

14 Let the record reflect that I am turning over a 

15 I document to defense counsel, which has been marked for 

16 Identification an Government Exhibit 15 and I suppose the 

17 witness requested the opportunity to view this. 

18 MR. HOEY: I call upon the Government to produce 

19 the original from which this has been made. 

20 MR. BUSH: There have been extensive efforts to 

2 1 obtain the original , your Honor, and we have been unsuccessful 

22 in obtaining it. 

23 THE COURT: All right. Go ahead. 
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o I r.how vou Covcrnn^nt's Exhibit 15 for identi r ~ 
iention tv 1 ask you i F there is any olaco in those papers 
. •?, j, |, 1V , boon subnitted by the government for idontificatio ■». 
that in?icatos the nano o r Lawrence Rosen either by name or 
by i n i t i a 1. 


A 'roll, here is one iton on 11/20. You soo, you 
n -,i. f-Q rso wi t* - ’ the codes that wore being used. For oxanolc, 

• "hat refers to Abo Kate. You soo that 


-on *z ? on f 


1 *' 


.1201 iter? 

o I asked vou in regard to LarryRosen or T *.R. 

MR. RUSH: Objection, vour Honor. nofons r > counsel 
i ■ ioe argunontativn. witness 1 answer* was total 1'. 

... r>'-> • i vo. 

TYR COURT: I can't bo sure of either one, because 

the witness was cut off. 

Co ahead, "r. Rertoli. "hat were you about to 


say? 


TMR ’TITJESS: Tell, you sen, your Honor, thorn is 
a runner that was nontionod earlier bv the nano of A5>o 
■sit?, who was carrying cash back from Progressive Oruq to 
Rosen. Tt is his name t''at is nontionod in h^ro, "Abe", 
and nent to it will bo narked a "2", roforrir.n to 5200 
in cash. 

shore is another iten over here which nenv-ions 


"Abe, 200"; which is the sa"c tMng. 
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Those were summarized, by the way, based upon the 
information that was provided to Hilton Gottesman by Henry 
Ilainick and then verified with Rosen, Hainick, Press, 

Abrams, and everyone else, at a later date. | 

Q Is there anv indication, as you said earliTer, that 
Lawrence Rosen or L.R. — just limiting yourself to that 
is in that paper which is narked as Government's Exhibit 
15 for identification? 

MR. BUSH: Objection; asked and answered and also 
arctunentative. 

THE COURT: I an not sure I agree. In other . orci 
I ■•ill allow this. 

The question really is this, aside from what you 
have already stated, Mr. Bertoli: Are there any initials 
I,.R. or P.L.R.; or is there the name Rosen or Rosenrauch 

or something of that nature? 

THE UITUESS: Ho, there is not in this particular 

mart of the booh., your Honor. 

THE COURT: All right. 

O On these two entries that you mention, one date 
is 10/19. noes that mean October 13? 

A Yes, it does. 

o That would be 1966, is that correct? 

A That's correct. 
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o And the other one is November 29? 

A That's correct. 

o Thatwould be 1966, is that correct? 

A That's correct. 

o Did vou see on either of those two d\tes Mr. 

Abo or Abe Katz deliver that monev to Mr. Rosen? 

A I could have, 

o Could have. 

A I had seen him on a counlo of occasions, but l 
couldn't definitely tell you that on those two dates Abe "at?, 
delivered the cash. 


vou ' *orc 


T thin’' "ou told us yesterday that on two occasions 
e aware that Abe Katz brought mono” to Mir. Rosen? 


A Yes. 


n And vou said that those two occasions were oith>r 
!thc late soring or early summer of 1966. Isn't t K at coi- 


rect? 


A That's correct. 

O 1 am nuotinn on page 94 of your testimony of yes¬ 
terday, line 13. 


A Yen, tint's correct. 


n Isn't that correct? 


A That's correct. 


’hose are the only two occasions, is that right? 
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A That's why I couldn't tell you whether I had 


seen that or not. 

O After you became aware of the fact that there was 
money beina qiven to Mr. Rosen, did you determine where 
the money went? 

A Did I determine where the money went? 


MR. BUSH: objection as to the form of the question 

THE CmrjRT: Did you determine where the money -- 

* 

T must sav, again, Mr. Iloey — did you determine where what 
money went? 

MR. ttory: This so-called $200 that he said that 
the records indicate was qiven to Mr. Rosen. 

A It went to Mr. Rosen. 

o Anybody else qct a part of that nonev, sir? 

A Yes. 

O Who else? 

A Eve Abrams got half of that f<200. 

o she got a hundred dollars, is that correct? 

A That's correct. 

n Bv the wav, did Eve Abrams norform any services 
f or Progressive Druq? 

A None whatsoever. 

o Did Mr. Rosen perform any services for Progressive 


*% 
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nruCT? 

A Yes, lie did. 

o Do vou know whether Mr. 7oson expended anv monies 
or. behalf of Progressive Drug? 

A T v;ould he unable to answer that question. I 
’•ould not 'vve an'' direct knowledge of that. 

q You have no knowledge as to whether or not he did 
or did not, is that correct? 

A That’s correct. 

0 But you do know that Fvo Abrans did not. 

A That — 

■it?, Tvs-', objection. 

n To per r orn an ,r services? 

A To perforn any services? That I can tell you 
she did not. 

n n v the way, Mr. Pertoli, did ”ou nroparc the 
incone tax return for M rs. Abrams for the year 19GG? 

A The final tax return, no, T did not. 

O Did you prepare a tax return that was filed v/ita 

t'^e Internal Revenue Service for 10G6 for Joseph and 
"vrj ' brams? 

A I orenarod a tentative tax return that onitted 

a number o e itens, including incone. 

n bid ” 0*1 on that tax return, tentative tax return, 
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declare any monies received by Mrs. Abrams during the year 
lOfiG from Progressive Drug? 

A Mo, I did not. 

o You signed that tax return, did you not? 

A Yes. As. a tentative tax return. There would be 
no tax consequence if the Progressive money was renorted and 
there was a dispute between Abrams and Rosen as to actually 

how much it was. 

O At that time — 

A Since there was no tax consequence, it was not 
renorted. 

o You did not indicate that she had received any 
monies at that time? 

A That’s correct. If it was reported there would 
be no tax because there was a substantial legal foe. 

o So for that reason you did not report it? 

A And marked the return "tentative." ’'’hen they 
settled the dispute as to how much the amount actually was, 
it would have been reported and I assume Mr. Gelfand reporter. 

it that way. 

o Rut at the time that you prepared the return you 
wore aware of the fact that Mrs. Abrams had received at 
least *5 4 600 from Progressive Drug, were you not, sir? 

A Yes, that's correct. 
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o By the way, you also pronarcd Mr. Boson's tax 


return r or 1766, did you not? 

A T prepared tho jn^omation tor his tax return for 


19 6 C . 


n You 


first of all nreoarod the '.12 torn, which is the 


salarv fon, is that correct? 


I directed the preparation of it for tne compin'’, 


that 5s correct. 


O That was done under your supervision, is that 


correct? 


A Yes, it was 


pared a <"orn 1070, is that corr-ct? 


You also ore 


A That is correct. 

O Did you nreparo the figures that wont into the tax 
return for Mr. nosen ‘that was filed for the year 1966? 

A Yes, T did. 

o Did you have tMt tvned under your supervision? 

A Yes, it was. 

n That was typed hv one of the girls in the office 

of Mr. "anger in hong Island City, is that correct, Mr. 

Bertoli? 

A Yes. It was typed by Ann Fteinhardt. 

o Did you, sir, fill out in pencil or in hnndwfttine 

t he figures that were placed in that tax return which war- 
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140 


filed for 1966? 

A Yes, I did. 

q At that time, sir, were you aware of the fact 
that Mr. Rosen had received sums of money from Progressive 
Drug? 

A Yes, I was. 

q You did not olace thatin the tax return, is that 
correct? 

A Dn his instructions, that is correct, and that is 
the reason why I didn't sign it. 

n You are a Certified Public Accountant? 

A Yes, I am. 

n You have certain responsibilities, sir? 

A Yes, I do. 

q As oart of your responsibilities, if you do not 
anrce with what is beine done you walk awav from the deal, 
isn't that correct? 

A That is exactly correct. 

O Did you walk away from this or did you cause this 
tax return to be tvoed and to then have it signed and to be 
filed? 

A I was following the instructions then as an employe?, 
not as Certified Public Accountant,at the time that I was 
directed to give it in for tyoing. 
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o You vrere still employed hv Mr. I’anacr, is that 
correct? 


A M ar, vho employed? 

n You v/oro still employed bv *' r . Cancer? 

* "ps, I ’.'as. 

o And vou remained in their oenlov, did vou not? 

A v es, I did. 

r • 

o Until ”hen, ’'r. hertoli? 

A Until I resigned Aoril IS o r 19P.H and terminated 
ny onnl.ov'nsnt on dune 1st ot ' fiR. 

o That is approximatoly a voar and a couple of month 


i e < ; ,»v 


■ ,i 


a That is correct. 

n Vr. bortoli, there cane a tine ’/hen I believe you 
told us somethin*"* about Intercontinental "anger yesterday, 


i- ♦hat correct? 

a ’’o talhed about Intercontinental dancer ycsterd.av, 

••os. 

n "hatvjas thnbusiness of Intercontinental Ilanner’ 

A Intercontinental ’hangers ’-.’as set uo basically as 
an interned!ary selcs orqani?.ation into the Canadian n-.r’.ct 
f nr disposable elastic banners. 

o A.nd this was a Canadian corooration sot uo ac- 
- Q r l' r»n to t'ln la'/s o e Canada, is f’^t correct? 
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2 ran 1 1 pivo vou the month. 

3 n Did it start to do business at that tine? 

4 A Vos. 

5 0 '/'ere account inn reports submitted by the Canadian 

6 ! accountants? 

I 

7 A No, there was not. 

8 n 3v the wav, where were the records hept of Intcr- 

I 

i 

9 continental? 


10 

\ 

Thev < 

'rore bent in Lone Island City. 


11 

0 

And who ’cent them, sir? 


12 

a 

I d id 

• 


13 

o 

You mean thev were ’’ont under vour sucervi.3?o: 

14 

A 

Yes. 

In that particular case I kept them for 

15 

voar 1965 

and ' 

fG mvsolf. 


16 

o 

And h 

o" about. 1967? 


17 

A 

196 7 

thev were not prepared at all. In 

f act, 

18 

t'.v*" were 

r .'t or 

coared at the tine I left. 


1? 

i 1 

!' 

’.’hat 

do vou mean bv that? I don't know 

what 


••o*j — <-> ,3 - h" that , Mr . nertoli. 

a "ell, since the transactions were so small, 
t' ''ould op 1 ” v, e ->re»'ar«d once a year, and that would *)0 
at the time o ? audit. p or exanole, the 19 — the fiscal 
vo.i) endin'* hmuarv 3], 1967, which would cover 19f.Cs •'•ay~ 
*'v:ts • 'or n not actually pr°oared until probably around 
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or September of 1967. ^ho fiqures for tbe fiscal year ending 


januarv 71, 1968, T don't believe would have been prepared 


probably until about the sane time in 1963, which was after 


T left. 


n That would be towards the end of the year they 


would be prepared, is that correct? 


And whatever tax returns that had to be filed with 


the Canadian government would be prepared by you or by the 


Canadian accountants? 


a I don't recall. I believe I miqht have prepared. 


~o~e r ' c 


O y ou said yesterdav there came a time when vou anc 


".r. Posen had a discussion concerninn some additional funds 


that were to b 0 naid to Mr. n osen and then to you. 


Yes. 


o is that correct? 


A Thatis correct. 


O Can vou remember when that occurred, Mr. r.ertoli? 


A It would have been sometime in earlv 1967. T 


•c'’ f recall. I f vou could show me the chec’s, it would 


refresh nv recollection. I think th^v are here somonlace 


o I show vou Covernment's exhibit 12 and 12A. bo 


the” help refresh vour recollection? 
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nertoli - cross 1.08A 14 J 

wck 

A T . t *.ew were fie first check-, issued to P.osen. 

it docs. VOS, in fact. I can sec whore the scries starts, 

• ui. date it would have 

mm. it "Oul<i have been ri"ht on that elate 

been -.arch 3, 1««7 that the conversation took place. 

o That took nlace where, sir? 

In the offices o* Mr. Manner in T.onn Island n 3 t-. 

o TT bo was oresent at tint tine. 

A Lawrence hosen and myself. 

n You had a conversation concerninq the fact that 

•„„ needed additional ™oni"s, is that correct. 
a That is correct. 

„ It vas anreed that -nu *’^ld also act additional 
-oni es, is that correct? 


15 

k 

That is also correct. 

16 

n 

\ n a von were to not vhrt, 3150 a week? 

17 

\ 

That’s correct. 

18 i 

O 

Mrf -r. nosen to -et 3250. is that correct! 

J 

A 

^bat i" correct. 

i 

20 1 

Q 

nid you thereafter start issuinn chocks, one 

| ! 

21 

you and 

one to hr. -osen, in the sun of 3150 or 3.250 a 

22 ii 

.. ^.**7 

' 


^ That is correct, 

o nid that continue on 

A Yes. 


throuqh the end of 1?‘> 7? 


.OUTPERN O.STR.CT COURT REPORTERS. “ o * CO “" TMOU ‘ l 
FOLEY SQUARE. NEW YORK. N.V. CO »•*»« 







..rr:’-; Rortoli - cross 109 A 1^6 

n ’Inrn they issued weekly? 

A Thev wore issuer! weekly. 

n More thev given for anv services that vorn rendered 
either you or Mr. Rosen? 

A Yes, certainlv. 

o To Intercontinental Hanger? 

To Intercontinental and its oarents. 
e These were issued by a subsidiary? 

ves. 

e> vniat services did vou render to Intercontinental 

,T anoers, Mr. Oertoli? 

- i assisted with 'losen in the negotiations o* 

r omation o r "r. Hanoer-Ouobec, v;hich ns I understand 
is a verv nrofitable concern toda ,f , and I generall'' set w P 
tee fornat which ’-'as savin” the connanv soncthing in the 
n oi -jh’-orhood of, I believe, at least *20,000 to 0 30,00 0 a yeaj 
in canton duties on inoorts into Canada or exports to Canada 
c ror here: and what little recordkeeping there was. 

o The recordkeeninn system was minimum, was it not 

sir? 

A Yes, minimum. 

o v/hat connection did Intercontinental Mangers have 


with "r. Hanger -- was it Quebec? 

* Vpc 

j \ i • 






Bertoli - cross 


110A 


19 I 

20 i 

21 l! 


o What rclationshio did they have to that? 

^ M r # Hanqer-Ouebec was owned one-third by Inter¬ 

continental "angers, btd. one-third by a distributor in 
o^ ( i believe it wan Beerless Paoer, and one-third ), 
Blaines Plastics, which was a manufacturer in Canada, 
o VThen v.'as "r. iTanqer-Ouobec formed? 

A. Hornet inn* in 1^67. 

o Can "ou not any mor<-> specific than that, ’r. 
n^rtoli? 

s No. If u ou have some -- I believe you have the 

in formation, you ar« the attorney for them. 

/■> ”^uld it he subsequent to the time t leso 

c'' ~‘C 's •••ere started to be issuer? 

A I an not sure. It could have been almost sim¬ 
ultaneous . 

o * r . hertoli, these were the services rendered by 

"ou as an emoloyee here in the Pnited States, is that 
correct? 

a That is correct. 


22 l ; n r -r , 'ic' , 'S? 


You did not qo to Canada to perform these 


’•Jell, that is not exactlv correct. I went to 


Canada on a number o^ occasions. 


hit vo ir base o r operations was here? 
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wck 

A 

o 

A 


Dertoli - cross H1A 

Basically all o p the work was done here. 

In the United States. 

Yes. 


o YOuconsidered this as incone to be declared on 
vour incone tax, sir? 


8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


I 





A Surelv. 

o You also believed that this was part of your 
duties as an ennlovee of Ur. Hanger, Inc., is that correct. 

Yes. 

o A n d vou v/ore the recordkeener o r ’'r. Hanger, Inc., 
wore "ou not, sir? 

I -/as responsible for the financial, records o p 
the conpanv, except for the last year. 

O Did you make arrangenents to have withholdings 

nade in regard to vour checks that were being r>ai<l to you 
fron Intercontinental ’’anger? 

A ’Jo, I did not. 

O Are vou required as an employee to have the 

monies withheld by vour ennlover for sums received as an 

fi'flO ]/V'ce ? 

/> v If it is received — as salaries, yes. If 
it ’-as a straight salary, it should have withholdings. Tha 
is one o p the reasons wh” I was paid out of the Canadian 
concern, ~o there "’ouldn't be anv v/it.iholdinc• 
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Sertoli - cro 3 s 


112A 1,15 


a You considered this a salarv to you. 


not, M r. nortoli? 


X considered it as compensation, which I of course 


reported• 


o vot as salary 


15 ! 


16 ! 


* yieht. Mot salarv, but at a fee for ser- 

" ,. t the tine as o' -arch 3. 1W, «l>en you parted 

re ..fan there anybody else 

the checks, hr. "-crtoU, «" 

-,tioe either for cxnenses or for salarv 
receivin'* any connotation e_ 

r ro ,., T-t-..— continental Hanoer** 

T ,e ,0,7, besides nyself and wen. when ** io 

t . •■as -one,, hcite naif to Oar! hirnbach. 

„ -Then dirt that start, "r. Sertoli. 

a in 1 0 6 6. 

a no the Chocks to hr. nirnbach durirv’ 
r\ t’ere vou issuinn *- 

'[*r.rr> 

\ Vos, I '’as. 

_ «-r> t-'ip relevancy o r 

I 1 MT> prS”: objection as to t 

I 

| ev...on^ to M .r. nirnbacb. 

1 ♦- c -,„ t^i‘= defeats no too, ***• 

H rn -r>n. T nust saw Cl. 


, . thl , to do with thn case ncneral' 

T don’t see -Mt this .a. 


or t’-r de F vnr,e thereto. 


.. 'four Vor.er, 

,re, : hay I state that it doe.,, 


..............ct “■ 

rot-ev »ouA«e. *«tw vowx. n.y. 







. Pi 


1 vck 


Bcrtoli - cross 


113A 


2 and then I ’/ill an oart o r nv d.efcnse I ’’ill shov/ v/hat the 


stor'* in. 


TMB ors/vyr; t can onlv sav that be as quick as 


nossihic, because it seens to me that we are qoinq into 
all kinds of widely removed subjects which don't help much 
r rc^ ar.”bod” 's ooint of vie", least of all the defendant. 

I ’’ill take it subject and see v/hat happens. 1 
can only qo on faith at this point, I quess. 

o bid there cone a tine, hr. Bertoli, when you 
”orkcd in an effort to have old 'tr. banner either mernecl or 
accuired h-’ somebody cls^? 

' Zr. l nr C~ there ’/ere son** conversations v/ith other 
ccoanies, ves. 

o !!ow about 1 0 ^7? 

A 19 f 7 also. 

e hid there come a tine in 19^7 in which you spent 
months o c ”our workino tine in an effort to have r. .lanno.r 
acquire'" h” some other company? 


o "ere you still active in the day-by-day operation 
’r. 'lancer during that time — 

A ’ T o. 

o -- durine l ft £7? 

A Durine no, I was not. 
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, ;c ,. Pertoli - cross H4 a: 151 

o ,T hn t v/crc you doinn during 10G7? 

I was primarily encaged in seekino a method of 

acquiring anot^e’* company, Yankee Plastics. 

o Did that occupy most of your time during 1° G7 
ar.'l um to the time o c the acouisition of hr. Manner oy Ynn.er 

?]-.sties on '’arch 15 o f lOf.3? 

Yes, it did. 

o v7as that a period of about a year? 
h. Yes. 

o you were still boinn paid by Mr. Manger at that 

*- --, ^ 

v- x . - f 3 - x . 

p.eirtc maid by Intercontinental Manners. 

, -to, T man you -.ore being paifl "our regular 

salary hv Mr - . Manger in addition to 

A I was being paia h» Mr. Hanger as well as by 

T ntercontinental Manners, yes. 

, , „. cons a wnoV from Mr. !!<mgei 

o You vere nottinn v;:iat, S-OS a . 

ar. : si 50 from Intercontinental? 

I an not sure but it is probably about that, 
g Are you married, Mr. r.ertoli? 

a Yes, I am. 

o More you narrie-1 nrior to the aeguisition of "r. 

n ,„, yanV-.ee "lastios on -aroh 1'. m 60J 

***** ^ * 

robjection as to relevancy anain, your 


tOUTHEAN OUTAICT COUAT AEAOATEAS. U.». COUATHOUSE 
rOLCV JOUAAE. HE* YOAA. A.Y. CO 7-*»«0 





Bertoli - cross 


115A 


. 152 


Honor, 


7 up rou 


om; ycr. i quite aoree. Let us get on to 


something else, 


POLY: Your Honor, nay 


I nake an offer of proof 


on this? 


T:!r C oPR m : I can't conceive, with or without an 
offer o* proof, the relevance of this sinple fact. I’n 
sorry, but we don't need to waste anv tine on that. 

MR. HOLY: Your Honor, nay we have a five nin.t 

recess , so I can realign my thinkine on this? 

T „f eon"/": If that is what you would li’-'C, we 

,.iU take a short recess o* a^out five minutes, ladies and 


-rent lemon. 


Mrs. Gibbs, could you step uo a minute, please. 


(Recess.) 


21 i; 


25 
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2 

3 

4 

5 

6 

7 

8 

9 

10 
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13 

14 

15 

16 


17 


Rertoli - cross 

lln open court - jury present.] 

THE COURT: Any more cross-examination, Mr. Hoey. 

MR. HOEY: Yes, but I will be very brief, your 

Honor. 

q Mr. Bertoli, by the end of 1966 didn’t the 
Progressive records indicate that payments were made to 

Rosen in cash or check? 

A Yes. At the end of 1966. 

Q so, anybody examining the records of Progressive 

would be able to see such payments were made? 

A Right, after September of 1966 all the correct 

information was recorded, right. 

q I show you Government's Exhibit 10 which is an 

agreement between Yankee Plastics and Mr. Hanger dated 
March 15th, 1968 and a bill of sale dated the same date, is 


16 

that co 

rrect? 


19 

A 

That is correct. 


20 

Q 

Did you prepare those, sir? 


21 

A 

No, I did not. 


» 

22 

0 

Did you have anything to do with the preparation ? 

23 

A 

With the preparation — no, I assisted in 

the 

24 

1 negotiations of it. 


25 

Q 

1 

Did you have anything to do with getting 

the figures 


i 

i! 

ii 

SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 

EOUEY SQUARE. NEW YORK. N.Y. CO 7-4SS0 




1 
2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 ! 

17 

18 

19 

20 
21 
22 

23 

24 

25 


li7a: 


154 


JQR 

Bertoli - cross 
together? 

A The figures together? Basically there are no 
figures here together. 

Q DO you have the listing of assets of Hanger and — 
A Just molds. 

q And patents, is that correct? 

A Yes, and patents. This was received from the 
patent attorney by way of a letter and this was prepared 
by Rosen and the prices were put in based upon negotiations 
between Pandolfo, who was the president of Yankee Plastics 

and Goldman. 

q That was the company who acquired Hanger, is that 
correct?. 

A That is correct. 

Q And at the time of that merger, did you acquire 

any stocks, sir, or that acquisition? 

MR. BUSH: Objection as to relevancy again,your 

Honor. 

THE WITNESS: I don't really understand the 

I question. 

THE COURT: Just a moment. 

Now, I think I will allow a simple question and 
answer as to whether or not he acquired any stock in Yankae 

II 
It 


i, 
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JQR 


118 A 


i r j5 


2 

Bertoli * 

cross 

3 

Plastics. 


4 

A 

Did I acquire stock — I received the stock from 

5 

Ben Zuckerman directly myself. I received about twenty 

6 

thousand 

some odd shares of stock. 

1 

1 

7 

Q 

Was that listed in you name, sir? 

8 1 

A 

Yes, it was. 

9 

Q 

Were there any listed in any nominee of yours? 

10 j 

A 

No. 

11 

Q 

Any listed in the name of Catherine Candesto? 

12 

1 

That was acquired as a result of this merger 

13 

that is why I didn't understand the question. 

14 


My wife was a shareholder of the old Mr. Hanger. 

15 

! 

As a result of the sale of assets to Yankee Plastics she 

16 

received 

stock in Mr. Hanger. 

17 

Q 

Did you sell your stock in Mr. Hanger or Yankee 

18 

j Plastics 


19 

1 

Mine or my wife's? 

20 

Q 

Let's say your wife's first, as long as you brought . 

21 

II it up. 

; 


22 

A 

My wife sold her stock. 

23 

Q 

When? 

24 

A 

At the time of the merger. 

25 

Q 

i; 

Do you know how much money she received for her stock 


I 

,1 

it 

II 

southern oistrict court reporters. “| «“"™ ou,t 
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15C 


j 30 £"toli — cross & redirect 
A Over $90,000. 

q And~you sold yours eventually, too, is that correct? 

A I didn't sell mine. I received money in the way 

of a settlement. You handled the case. 

q By the way, do you like Rosen? 


Q Do you dislike him? 

A I don't dislike him intensely. He is just a 

dishonest person and I don't like him. 

q You don't like him at all? 

A No. 

MR. HOEY: No further questions. 

THE COURT: Any redirect, Mr. Bush? 

MR. BUSH: Yes, your Honor, I do have some. 

REDIRECT EXAMINATION 
BY MR. BUSH: 

q Hr. Hertoli, during 1967 and up to the point when 
you left Mr. Hanger in 1968 who were the officers of 

I 

Intercontinental Hangers? 

A Lawrence Rosen was the president, Ben Zuckerpan 
was a vice president, Eve At. >s was secretary, and I was 
assistant secretary. 

Q who among these officers made the final decision 


SOUTHERN DISTRICT court reporters, u.s. courthouse 
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19 

20 


21 ji 

22 ,| 


23 

24 

25 


Bertoli - redirect 

or decisions in regard to accounting matters affecting that 
company? 

A Lawrence Rosen. 

• j _ c 4 - a rrira who were the officer? 
Q During the same period of time, 

of Mr. Hanger itself? 

A Lawrence Rosen was the president. Den Zuckerman 

was vice president. Sam Goldeman was secretary. Martin 
was a vice president. 

Q Who among these officers made the final decision 
in regard to accounting matters? 

A Lawrence Rosen. 

0 Did there come a time when you received a request 
from Mr. Hanger to confirm the payments that you had received 
from the subsidiary. Intercontinental, as loans? 

A Yes, there was. 

Q From whom did this request come? 

A It came from a Mr. Nankof who was controller of 

yj- ^ Hsr.^sr si t th2it tin\0» 

q ! show you a two-page document that has been marked 
for Identification as Government: 1 s Exhibit 29 and ask yo i 
if you can identify the items so marked? 

A Yes, I can. 

q What are they? 


5 
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JQR 121A 15:1 

Bertoli - redirect 

A This is a request on a memorandum of Mr. 

Hanger from David N. Nankof to myself and attached to it 
is a letter which he requested that I sign and send to the 
Canadian accountants. 

Q I note that these are actually copies. Are these 

i| 

copies of the original two documents, if you recall? 

it 

A Yes, they are. 

Q What, if anything, did you do once you had received 
this particular document or documents? 

A I immediately contacted the Canadian accountants 
Q What did you tell them? 

A I asked them what were they trying to do. The 
monies that were paid to me as well as to everybody else 

/ N 

was compensation and an /expenseyi tern. It had nothing to do 

i whatsoever with loans. - 

He acknowledged that fact and said, "Well, the 
company had requested him to change the payments into the 
form of loans." So, as far as I'm concerned,I reported them 
■ cr. ry tax returns. It's income to me and in no way am I 

going to get involved with any machinations and that was it. 

MR. BUSH: At this time I offer into evidence the 
documents marked as Government's Exhibit 29 for Identification. 
MR. HOEY: No objection. 
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122 A’ 


[Government Exhibit 29 was received in 


Evidence.] 

THE COURT: May I see that, please, Mr. Bush. 

MR. BUSH: Yes, sir. 

THE COURT: Thank you, 

q Was there a time when you had a discussion with the 
defendant concerning his personal acts and the consequences 
as a result of receiving these payments from Intercontinental? 

A Yes, there was. 

MR. HOEY: I object to this as improper redirect, 


your Honor 


THE COURT: I am sorry, Mr. Bush, but I don'.t 


understand that question. 


Would you read it back, Mr. Quinones. 

[Question read.] 

MR. BUSH: It's "tax consequence", not "acts". 

THE COURT: I got it the way he did. Why don’t 


you rephrase it. 


MR. BUSH: I failed to convey that it's "tax 

consequences" and not "acts . 

THE COURT: I know, Mr. Bush. We don’t want to 

criticize you. Just put it again so we can all follow you. 
q Was there an occasion when you had a conversation 
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Bertoli - redirect 

with the defendant as relates to these payments from 
Intercontinental and, further, as relates to whatever tax 
consequences would result to the defendant from him receiving 
payments? 

A Yes, there was. 

MR. HOEY: Objection. 

THE COURT: Overruled. 

Q When was this discussion, roughly? 

A Sometime in the spring of 1968. 

Q Where was it? 

A In the offices of Mr. Hanger in Long Island City. 

Q Who, if anybody else, was present ? 

A Lawrence Rosen and myself. 

Q What was said in the course of that discussion 
concerning that? 

A I told Rosen that I thought he was being very 
foolish and greedy in the way he was acting with relationship 
to the merger with Yankee Plastics and with what was going 
on with the way he was taking money out of the various 
corporations. 

I told him that in the past he has had tax 
problems by not filing tax returns and not reporting income. 

MR. HOEY: I object to this, your Honor. 



i 
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Bertoli - redirect 


THE COURT: I am going to allow you to finish this 

conversation you say you had with Mr. Rosen and then I will 


rule on this. 


Go ahead. 


I| 

7 q What, if anything, was said specifically about the 

6 | payments from Intercontinental? 

9 A As far as Intercontinental was concerned, I told 

10 him I am reporting my payments as income. I strongly 

11 suggested that he reports his. He said, "I didn't report 

12 it last year and I am not going to report it this year and 

13 you do what you want. As far as I'm concerned, the payments 

14 will probably disappear. Intercontinental Hanger, after 

15 the merger, I will just let fade out of the picture and 

16 nobody will be the wiser." 


17 ii 


THE COURT: All right. 

Now, the ruling is that I am going to ask you 


19 ladies and gentlemen of the jury to disregard this portion 

30 cf the answer having to do with something to the effect that 

21 Eertoli told him that he hadn't filed tax returns, or 

22 .something to that effect, in previous years. That is not 

I 

23 our concern at all. 

24 I Mr. Rosen is not accused of failure to file 

25 returns in any year, let alone in past years. So, that lias 
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125A 162 


2 

w ^— -- 

\ 

no bearing whatsoever on*our proceedings in this case or 

■ 

3 

the jury's decision in this case. 


4 

Otherwise, I will allow it to stand for 


5 

whatever it's worth. 

■ 

6 

Any other redirect? 

■ 

7 

MR. BUSH: Just a few more questions, your Honor. 


8 

Q To your knowledge, did the defendant own stock in 


9 

Twentieth Century Industries? 

■ 

10 

11 

A Yes, he did. 


Q How did he come to own such stock? 


12 

A He received it as his share of the transaction 


13 

involving the acquisition of Progressive Drug by Pawnee Drug 


14 

and, in turn, Twentieth Century Industries. 


15 

Q In whose name was the stock held? 


16 

A Ben Zuckerman. 


17 

Q What, if anything,did he do with those shares of 


18 

stock? 


19 

A He eventually sold them to an individual who was 


20 

closely associated with a company that eventually purchased 


21 

Progressive Drug Company from Twentieth Century Industries. 


22 

Q What was the name of that company, if you recall? 


23 

A Cordwell International. 


24 

Q Approximately when did this sale take place? 


25 

A Sometime in 1967. 


1 

!j 

1 southern district court reporters, u.s. COURTHOUSE 
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jqr Bertoli - redirect s. recross 1G3 

Q What, if anything, did the defendant do with the 
proceeds from the sale of that particular block of stock? 

A He had Ben Zuckerruan endorse the check and it 
was deposited to the account of Utility Molding Corporation, 
a wholly-owned subsidiary of Mr. Hanger, in a new bank 


account, 


Q Do you know roughly how much money was involved 


in that? 


A I believe it was $36,000. 

MR. BUSH: No further questions. 

RECROSS EXAMINATION BY 


13 MR. HOEY: 


As a matter of fact, you made the entry of the 


15 deposit of that $36,000 in there? 

16 A I made the deposits. 

17 q And Utility Molding was a completely owned 

18 subsidiary -- 

19 A Of Mr. Hanger. 

2 0 Q So, in effect, it went for the benefit of Mr. Hanger 

21 is that not correct? 

22 A No, that is incorrect. 

23 Q Where did it go for the benefit of? 

24 ! A Rosen took over $6,000 out and that was used to 

25 | purchased stock for himself. He eventually sold that stock 
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JQR Bertoli - recross 1J27A! 

and the proceeds went to himself. That stock was purchased 
through Weinberg, Rosetan, Hagan, if you want to check the 
records. 

Then he personally loaned Martin Goldman, I believe 
$4,000. He paid for some moving expenses of his from New 
York to Connecticut for about 1,800. 

If you show me all the checks, I will give you the 
rest of the listings of personal expenses. 

Q And they all went for Mr. Rosen from Utility 
Voiding, out of the Utility Molding account? 

A Not all out of Utility Molding. In addition, he 
drew other monies from Mr. Hanger. 

Q More than 36,000? 

A Not more than eighteen. The reason why it was 
put into Utiliting Molding Corporation was that half of 
that money was supposed to go to Joe Abrams. And he felt 
Joe Abrams wouldn't complain if the money was deposited into 
Utility Molding. 

Q In what year did that occur? 

i 

A 1967. 

THE COURT: Anything else? 

MR. HOEY: Yes, your Honor. 

Q Mr. Bertoli, you say you declared the monies you 

received from Intercontinental Hanger as salary, is that 

j 

i 
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Yes, sir, that is correct. 
As income? 
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. If. 5 


correct? 


Mr. Hoey, 


As a fee, yes, and I reported them on schedule C. 
And you paid a United States tax on that, is that 


Yes, as well as New York State.. 

At what rate were you paying your tax? 

MR. BUSH: Objection as to relevancy. 

THE COURT: I don't think the rate is relevant, 


How much did you receive from Intercontinental 


16 


Hanger for the two-year period? 

A If you v/ill show me a copy of the tax return, I 
can read it right from the tax return. It's the regular 


18 


rate as computed — 

Q How much did you receive from Intercontinental 


Hanger? 


A Over a two-year period, about 13,000. 

Q What would you pay on tax on the 13,000 over a 

two-year period? 

MR. BUSH: Objection again as to relevancy. 

THE COURT: Yes, as to the precise amount, I 

think I aaree. 
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Q Would it be in the neighborhood of one-third? 

MR. BUSH: Same objection. 

THE COURT: No, this isn't an exercise in tax 

rates and schedules. You are permitted to ask, she 

claims that he got from Intercontinental but as to the 
tax rates, I see no point. 

Q Mr. Bertoli, you did not repay any of the monies 
that you received to Intercontinental? . ‘ ‘ 

A Of course not. 

Q Do you know whether Mr. Rosen has repaid the 
monies that he received from Intercontinental? 

A As of this date, no. As of the time that I left, 
I know he did not. 

MR. HOEY: No further questions. 

THE COURT: Thank you, Mr. Bertoli. You may 


17 be excused, sir. 


[Witness excused.] 


THE COURT: Mr. Bush. 


MR. BUSH: Do you want me to call my next witness? 

THE COURT: Yes, sir. 

MR. BUSH: Let me just have a moment to consult 


23 with my colleague here. 


The Government will call a Mr. Little. 
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2 

ROBERT ALAN LITTLE, has having 


3 

been sworn by the Clerk . 


4 

DIRECT EXAMINATION BY MR. BUSH: 


5 

Q Mr. Little, please speak up in a loud, clear voice 


6 

so that we can all easily understand you. 


7 

By whom are you employed? 


6 

A I am employed by a company called Florida Guarantee 


9 

Land. 


10 

Q What position do you hold with the company? 


11 

A General sales manager for that company. 


12 

q Briefly, what does that concern do? 


13 

A We are a land sales and development company in 


14 

Florida. 


15 

Q Directing your attention back to 1967, by whom 


16 

were you employed at that time? 


' 17 

A Ey a company called Cordwell International 


18 

| Developments, Limited. 


19 

Q What position did you hold with them? 


20 

A I was the secretary- treasurer of that company. 


21 

Q Did there come a time when Cordwell entered into 


22 

negotiations with a company known as Pawnee to purchase 


23 

another firm known as the Progressive Drug Company? 


24 

A Yes, sir, there was such a time. 


25 

g In connection with these negotiations, did you 

1 


I 
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2 o As a result of the negotiations we have been 

3 discussing, did Cordwe11 hccone the owner of Progressive? 

4 A Yes, they did. 

5 o About when did this occur? 

6 a It was in October o r '67. 

7 o gu^senuent to the takeover what if anything did you 

8 have to do with the operations of Progressive? 

9 | ! ^ X was employed by Cordwell in a capacity to go to 

10 , n ro ~rcrsive and help in the operation of that company. And 

11 X --as there or. a sort of dailv basis for a tine working 

12 there. 

13 o After t’’^ Cordwell purchase, did there cone a 

<K 

14 tine when «ou discovered certain pavnents totalling roughly 

15 $11,000 or 910 , 000 , which had been expended and treated as 

10 travel and entertainment — 

1? a Yes, si’*. 

18 o — bv the Progressive hrug Company? 

19 A Yes. sir. 

20 o Aporoxinatelv when was this? 

21 a This was reported to me by Price, Taternouso, oui 

22 -as'•suntents, in about April of ’fiO. 

23 n Thereafter did vou have occasion to speak to the 

24 • 1 e f ondan*- concerning these purported expenses? 

25 0 Yes. T did, sir. 
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2 

O When was this? 


3 

<\ This v/as at a meeting in the office of Mr. Ilainick, 


4 

?'r. Press' attorney Mr. Frankel, when Mr. Rosen v/as present 


3 

at that meeting, when he was sellina his stock to Sandy 

■ 

6 

Purrs. 


7 

p Do "ou recall aooroximatoly when this v/as? 

■ 

8 

A This would have been the early part of '63. I 


9 

can't renonber the exact nont .. ^his would have been just 


10 

after the accountants a sited ne about the exnenditures. 


11 

O 'That did vou sav to bin concerning these expend¬ 


12 

itures an<* what if anything did he say to you? 

I 

13 

a n ri'’e, V?ntcrhou~o asked re to find out a’ ut 


14 

these -- 


15 

O Just relat" the conversation you had with the 


16 

defendant if you could. 


17 

A Okay. "Larry," I said, "I would like to know 

l 

18 

what this nonev ’’as for. He need some tyoc of substantiation 


19 

a s to what this money ,T as used for." 


20 

And he told ne that they were for travelling and 


21 

i 

1,1 •r.tertainr r, nt expenses used in connection with Progressive 

t 


22 

• r co-'uanv for the druas. He woul'' 1 take drugstore people 


23 

out to lunch and cab fares and different thing.s, things t'vat 


24 

you couldn't gat vouchers for. 


25 

o To vour knowledne, did tl'.e defendant anv shares 



1 

1 
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2 in 20th Century Industries? 

3 A I was told by hin that ho was a major shareholder 

4 in that comnany. 

5 r to your knowledge in whose name were these shares 

6 ! held? 

- r '"'hov were held in the name of a gentleman by the 

l 

8 name o r M r. 7uckcman. 

9 o Did there come a time when he sold these shares? 

10 A Yes,there was such a time. 

U O v.’as this tlie occasion when you were or part of 

12 the occasion when you were in this attorney's office t iat 

13 you just described? 

14 A That is correct. 

15 o would you describe what haopenod when the actual 

16 transfer of these shares tool; place. 

17 A m he shares were acouired by a gentleman by tie 

18 name o f Sanford hums, who was the president of Cor dwell, 

19 the conpanv that employed me. And they agreed upon a price 

20 ar.d how much an r1 the terms of the sale, and 4r. Zuckornan 

21 v.^<r called to come over and sign the documents to effectuate 


the sale. 


T ’hy '.’as he called to come over’!’ 


A because he was acting for ”.r. hosen. 

ye. n ,ugu; I have r.o further nuestions of tiis 
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2 

witness. 


3 

THE COURT: Mr. Iloey? 


4 

CROSS EXAMINATION 


5 

13Y MR. HOEY: 


6 

o Mr. Little, how long were you connected with 


7 

Cordwell? 


8 

A p rom 1906 to '69, the end of '69. 


9 

0 'Then did they start negotiations in regard to 


10 

Progressive Orug? 


11 

A This was in late '66. 


12 

n ''here .is Cordwnll located? 


13 

i It his its head office in Toronto, Canada. 


14 

n "ere you oart o^ the negotiations for the take¬ 


15 

over of Progressive by Cordwell International? 


16 

A Yes» I was cart of those negotiations. 


17 

n VJho v;as the other part of the negotiations on 


18 

bchal F o f Cordwell? 


19 

A T7e had the president of the company, who is named 


20 

John °uialey, we had an attorney whose name was Charles Port, 


21 

a Mew York attorney, and there was a stockholder involved 


22 

in oordwell bv the name o* Lee Proofs. 


23 

0 Lee Hrooks is the* major stockholder, is he not? 


24 

A Yes, sir. 


25 

o As a matter of fact ho is your father-in-law.- 

I 

1 
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A Ho, sir, he is not. 

o \ro you related tohin? 

A No, sir. 

n ;iov» long did the negotiations no on? 

A Thev -- 

*i.H rjt'Sii: Objection at this point as to the 
r»l«vancv o' this, -'oroover.it exceeds the scooe of direct 

ex an ir. at i on. 

Tin COUbT: I don't know about the latter, ut 
don't really see the inportanco of the lonoth of the neno- 
tletions. You oust have sonethino else in nind specified.... 

t •-'-.r rifvi 1 1 '/oil as hin. 

ni d there cone a tine when you secured a certified 

financial statenent o* n ro nrossive "rug? 

I• n sorry, I don’t understand the question. 

f j.ocl b'' ’/hom? 

o Financial statenent, yes, fron an accountant. 

•ih. hUSH: Sane objection to any further cues. ir-n. 


,tlnnn this line. 


tpvr eon ,1 7: It nay 


have sone thing to do n.a 


nn^r,, -o T -’ill alio*’ him sore latitude. / '>o ahear . 

A -he Price, Waterhouse were never able to certify 


the statement, no. 

n nid vou retain an accoun 


t\nn firm by the nano of 
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T'ntcrnan, Perylson & Con’ianv? 


Press. 


I think thev were retained by Mr. Hainicl and 1r, 


nid thev subnit to vou a financial statenent con¬ 


cerning Pronressive Druq? 

5 . Me sav a financial statenent prepared bv them, 
sir, yes. 

0 And that v:as certified? 

n I believe it was certified. 

o Did t u at indicate travel and entertainment e>:- 
^nsns in their financial statement? 

T cannot recall, sir. 

n „ aP available to «ou about Tulv of 


14 t sr 7 ? 


T'lat seen 


s to be the ri"ht tine for it, yes, 


'•’as it after that that you retained Price, ”ater- 


17 v >oueo‘’ 


18 1 a Yes, sir. 

19 j! a m 0 n a v ? an independent studv? 

20 a. That is correct. 

2 1 n v ou suoke to M r . Posen concernino the travel 

22 and entertainment expenses? 

23 a Yes, sir. 

24 o nid he tell you that he had expended monies in 

25 connection with the nroootion Progressive "'ruq‘ > 
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A I!e told no that those funds were used for — and 
t rnoto just, about what T can rnrenber — they ’..'ore for 
unrecorded trove] and entertainnont expenses. 

. pony: I have no further questions. 


T '.T* C* 1 


o nid there con-’ a tine when you as.; 
<"or substantiation o p those expenses? 


asb.ed hr. Posen 


10 1 

Yes, sir. 


11 

*p. UO T 'Y : 

I object, to this as inproner, 

12 

’‘oner. 


13 

fv» r*r '' * 

I oust sav, "r. hush, '.’hv coi 

14 

have cone into this 

on direct? I quite aqree. 

15 

•IP. PUS!!: 

I thin’; it is in keopine both 

16 

t’;^ direct an- 1 the 

cross o* that direct. 

17 

mTT T* C 'T 

: That is "here I don't acrce 


Vou cou 1 have easily and properly raised this on direct. 

Mn . yujoy. i think it is nart of the sane part 

narcnl, nart of the sane conversation. 

COU""”: That is why I an savine v;iat I an 

savin':. Pon't mjihhlo with me. I v;ill allov? this, and I 
vill allow the defense to cross sene nore. I don't .<nov; quit 
••hat is qo inn on here. Just because you have an aftortuous 
is r.o e’.cuse. If vou want to press this, I ’ill gUp 1 ' 
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Hut I will allow Mr. Hoey some more cross. 

MR. RUSH: Could I have the last question and 
answer read, please. 

(Question and answer read.) 

Q When was that? 

A This was at the meeting in the attorney's office 
”r. Franhel's office. 

Q V7hat if anything did he ever provide to you? 

A Nothing. 

MR. RUSH: No further questions, your Honor. 

THE COURT: Anything, Mr. Hoey? 

MR. HOEY: Yes, one question. 

EECROES y MAM I MARION 
n Y MR. HOEY: 

0 Mr. Little, Mr. Rosen had told you these 

'.•ere the expenses for which he could not get vouchors, is 
correct? 

A Yes, sir. 

MR. HOEY: Mo further questions. 

THE court*. Thank you, Mr. Little. You may be 
excused, sir. 

(Witness excused.) 

THE COURT: All right, Mr. Rush. 

ME. BUS": Your Honor, I am faced with a small 
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dilemma. If I could approach -the side bar I could tell 
vou what it is. I have a witness ready to call, but it 

creates another problem for me. 

THE COUhT: I will tell you what we will do. V?e 
viil obviate the oroblcn and we will excuse thejury to <30 
to lunch. ,7 ould you be bach today, ladies and gentlemen, at 
a minute or two before 2:00, instead of 2:15. We will hope 

to start at 2 : 00 . 

(The jur*' left the courtroom.) 
mnp COU1T: May I suggest that probably your 
ore Mem is 3500 material, which you ought to turn over now, 
a" - ' ot'’or material for the witnesses, '’’his case is 
•ouilj.? so slowlv that I don’t intend to countenance any 
other delays. We have had enough already. 

ME. BUSH: The problem is simply this, your 
honor: I have some oeoole from Canada here. I told them 

I would put then on today. My other witness might be a 
lensthy witness, and if I started in with him before lunch, 

it ’’isht necessitate — 

coil* 7 ?: Fine. I don’t quarrel with you on 

f at. T f you have 3500 material, I wish you would turn it 
over now so we don’t brook any more delays. m his case is 
r lowinn like cold nine, and it is a very simple case, to 
tell vou the truth, and neither side seems to want to 


southern district court reporters, u.s. courthouse 

POLE' SQUARE. NEW TORN. N.T. CO T-SHO 


0 







1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 


141A* 

recognize* that. I don't ncan to belittle its importance, 
but that doesn't mean it follows from the fact that it is 

imnortant that vou should delay matters. 

Are those 3500 materials you just turned over to 

M r . f’usoff pre-narked? 

MR. RUSH: Yes, your Honor. 

T”H COURT: I hope at some point you will indicate 

to the Court Reoorter what the numbers are. 

MR. rush: I think orobablv at the convenience of 

the court, toward the end of the trial, I will give him a 

listing of all 3500 material. 

ah. right. See vou at 2:00, gentlemen. 

(Luncheon recess.) 
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AFTERNOON 


Two p.m. 


SESSI0Ni4 2A . 17* 


[In open court - jury present.] 

THE COURT: Now, Mr. Bush, I think you and Mr. 

Hoey are au courant. 

MR. MUSOFF: Mr. Hoey stepped out for just a few 

moments . But I understand that the next witnesses to be 

called by Mr. Bush will be accountants and I have arranged 
with Mr. Hoey to handle these witnesses on behalf of the 


defense. 


THE COURT: You are going to handle them ? 

MR. MUSOFF: Yes. 

THE COURT: Do you want to wait? 

MR. MUSOFF: Yes, I’d rather have him here. 

THE COURT: Here he comes. All right. 

Can you identify this witness so we can call him, 


Mr. Bush? 


MR. BUSH: I would like to take just a minute or 


two, your Honor, to read from one exhibit and to pass two 
other exhibits to the jurors before we call the next*witness. 

THE COURT: All right. 

MR. BUSH: To begin with, I will pass what has 

been marked as Government Exhibits 12 and 12-A to the jurors 
and ask Juror Number look at them and then pass them along 


themselves. 
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At this time, I am going to read the second piece of 
a two-page document which has been received in evidence 
as Government Exhibit 29. 

[At this point, Mr. Bush read Page 2 of 
Government Exhibit 29 to the jury.] 

MR. BUSH: At this time I would hand Exhibit No. 

29 to Juror Number 1. 

Similarly, I am going to read the text of, or the 
relevant text of Exhibit No. 8-A. This is a letter on the 
stationery of Yankee Plastics dated March 26th, 1969 and 
it's addressed to Paul Curran, chairman. State Investigation 
Commission, 270 Broadway, New York, New York. It starts — 
and I think now would be an appropriate time to advise the 
jury of the stipulation we entered into with respect to this 
particular letter, your Honor. 

THE COURT: All right. 

MR. BUSH: It has been stipulated by myself and 

the attorneys for the defendant that this particular letter 
was not actually sent to Mr. Curran or to the State 
Investigation Commission. 

MR. HOEY: Or delivered to them. 

MR. BUSH: Yes. 

[At this point, Mr. Bush read portions of 
Government Exhibit No. 8-A in Evidence to the jury.] 

| 

i 
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MR. BUSH: Again, would hand this exhibit to Juror 

Might we give the jurors a moment or two to look at 


the exhibits that have been handed to them? 

THE COURT: Yes. 

MR. BUSH: During this interlude, your Honor, I 

wonder If there is any way to reduce the temperature a little 

I find it a little hot in here. 

THE COURT: I quite agree with you. This has been 

true for many, many months. Due to the setup in the 
building, I don't think there is any way to get relief 
except possibly to open a window which may then create a 
draft on the back of the jurors on this end. Let's try 


it in any event. 


[Pause.] 


SOUTHERN district court RERORTERS. U.S. COURTHOUSE 
EOLEV SQUARE. WE* YORK. C° T-«* M 




v/ck 


MR. BUSH: 


145 A 182 

The government calls as its next wit- 


Vl V 


ness ^hoodcre Greenfield. 

THEODORE GREED FIELD, 


called as 


a witness in behalf on the government, being first 
duly sworn, testified as follows; 

DI p HCT F.XV’TMATTfTI 
3Y MR. BMSI!: 

Q For the sake of the Court Reporter, could you 

spell your name, please? 

A Theodore, T-h-e-o-d-o-r-e, Greenfield, 

« 

G-r-e-e-n-f-i-e-l-d. 

i 

n By whom are you enoloved? 

A I am actually a partner of a firm of chartered 

accountants in Canada. 

o What is the name of that firm? 

A TTarrv I. Craimer, Greenfield, Mozetz, L Ecuyer & 

Co. 

n M ould a chartered accountant be the equivalent 
o' a Certified Public Accountant in this country? 

A Yes, it is. 

g How big is the Craimer firm? 

A We are seven partners. We employ aoproximatcly 

30 people in all. 

a Ilow long have you been with it or its predecessors? 






* 
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actuallv surnnarios of transactions. Ue then proceeded to 
the preparation of workinn papers and financial statoncnts 
for thp* company. 

Ci old there cone a time when the firm recorded 
certain oavmonts which had been made to a Larry Rosen and 
several other men as well? 

A Yes. These were payments made in the normal course 
by the company. 

0 "hat was the nature of the payments? 

A These were weekly suns paid to ’lr. Rosen and 
similar weeklv amounts, not of the same auantum, to other 
in^i v.i duals. 

o I s^ow you a document which has been marked for 
identification as Government's Fxhibit 10 and ask if you can 
identify that particular document. 

A Yes. This is the record of cash -- or bank 
transactions f or the period from Januar”, to October, 

10Gf) of Intercontinental TIanners. 

n While I am standinn next to you, try still to 
project vour voice out across the courtroom. 

A Right. 

o ’’as that particular document prepared by your 


firm? 


A Yes, it was, 
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Q VJas it a document which your firm prepared in 
the ordinary course of business? 

A Yes, it did. 

o '-'as it the ordinary course of business for your 
firn to nronare such a document? 

A Yes, it was. 

o Incidentally, for what period does that document 

reflect these particular payments? 

A January, *66 to October, ’66. 

n Check all the napes. 

A And then it continues to January 31, 1967. 

n I show you another document which has been marked 
*or identification as Government's Exhibit 19A and ask if 
vou can identify that particular document. 

A Yes. ’'’his is also a cash book recordinq the 
bank transactions from ^ebruarv 1, 1968, to October 31, 

19r,g. There aro other transactions then cash receiots from 
yovember 1, ’68, to January 31, ’69. 

o To what firm does it pertain or concern? 

A Intercontinental banners T.TD. 

n Aqain, was this particular document prepared by 

your firm? 

A Yes, it was. 

o was it preoared in the ordinarv course of busin°- 
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2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


A Yes, it was. 

O And was it the ordinarv course of business for 
your concern to prepare such a document? 

A Yes, It was. 

•in. pnc;t’• At this time I would offer into evi¬ 
dence what has been mar v ed for identification as Govern¬ 
ment's Exhibits 19 and 19A. 

MP. u.rjso^r: Your honor, we have no objection to 
Government's exhibit 19 for identification, no objection to 
exhibit l ft A on the qrounds of a record keot in the ordin¬ 
ary course of business. I fail to see the relevancy o* 19ft 
transactions, si^i-e the indictment only spea v s to the years 
'66 and '67. 

TH" COURT: As I see it, the government is offer¬ 
ing this incident to the testimony yesterday of ’lr. Pertoli, 
which I allowed. over defense objection. Correct, ”r. Uis.i? 

VP. BUSH: That is right, your honor. 

TIIP C . ’.T: To that extent, then, I will have to 
ai-agree most respectfully with the defense, and we will 

receive 19A. 

\tp. T ’U r M'- And 19 as veil, your Honor? 

'T’Ttr COUPT: 19 there is no objection to. I an 
onlv commenting about 1°A. 

(Government's exhibit 19 anc". 19.A received in 
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evidence.) 



MR. BUSH: Your Honor, I would just like to not<. 
one or two item*, on thin, and I think we can have the jurors 

look at it ”kile the witness is on the stand. 

COURT: May I surest, do you have any other 

questions for this witness? 

MR. BUSH: Yes, I do. 

TIIR court * Let us not interruot for any more 
documents, if you don’t nind. You can show those at a later 
date or read t^om or whatever you want, but let us finish 


12 t h e t o s t ino ny. 

^3 n Tt 0 ,. f.M.e oaynents to Mr. Rosen recorded on 

the two documents which have just been received into 
I 

evidence? 

A The heading on the cash sheets referred to were 
labeled ’’Administration salaries, Larry Rosen," I believe. . 

0 Rid there come a time when financial statements 
•r-r« oreoared for Intercontinental for the fiscal year 

20 I engine January 31, 1968? 

I 

21 j A Yes. 

g Annrox i.mately when was such a docunent first 
prepared? 

A At the end of 1963. 

o °rior to that time had a statement for Intercom.wi.** 
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o Had a statement for Intercontinental for the two 
preccdine fiscal years been prepared by that date? 


e what was the reason for this, if you know? 

A The reason was that we did not have all the 
information necessarv to connlete the preparation of these 
financial statements. 

o I show you a document that has been marked for 
identification as Government Txhibit 22 an^ ask if you can 
identify that particular document. 

A Yes, I can. 

o What is it? 

A These are financial statements of Intercontinental 
'•ar.qer T ,td. as of Januarv 31, I96 0, unaudite d . 

0 What is the difference between an audited and 
unaudited statement? 

A An unaudited statement does not bear the ooinion 
of the firm of auditors who is responsible to do so. 

n Is this, the statement to which you just made ref¬ 
erence; the one which was prepared at the end of 1968? 

A Yes. 

*1?.. PUSH; I would offer what has been marked an 
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Government Inhibit 22 for identification into evidence. 

Mr.. MtlSOFF: Your Honor, no objection, v/ith the 
same exception noted as to relevancy, since it is a 19fi3 


docunent. 


m ! ,r ! COTIMT: I am not entirely sure that is correct 


Is it? 


0 For what fiscal year does that statement cover, 


M r . Greenfield? 


A It covers the period from February 1, 19G7, to 
Tanuarv 31 , 1963. 

n porhaos m OU could explain to the nenbers of the 

innr a fiscal vear is as oppose* to a calendar year. 

A The fiscal year is the reeortine period repres¬ 

enting a 12-month period of a company or an enterprise, 
an*, this can he different, of course, from a calendar year. 
t n *.*.ig case it was .Tanuarv 31. 

o of 1963. 


A Yes, sir, 


o -as that the closing date of that particular fis¬ 


cal vear? 


22 i 


A of this particular fiscal year. 

’IP ty"Mi; i would renew .mv. offer. 

TI!F COUPT: To an extenc this covers part of the 
calendar ''ear ’63, Mr. Musoff. I rccoanise that. Hut .or 
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the reasons already suagested yesterday and today I am 
ooing to overrule your objection. In any event I note that 
the bulk of this statement covers the year 1967. 

(Government's Exhibit 22 received in evidence.) 


I 
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o Directing your attention to that particular 
exhibit, how were the nayments to '1r, hosen and the other 
gentlemen treated in that statement? 

A These were treated as loans receivable from these 


individuals. 


When was the change in the characterization of 


these oa'rents made? 


A The change v;as made upon the finalization of the 


10 financial statements. 

11 e Aft^r the preparation of the statement to whom 

12 if anvhody \;as it sent? 

13 a These were sent to hr. Hanger, United States, to - 

i 

14 the officers of the company. 

15 COUP.T: Let no see if I understand that, 

16 **« r< Greenfield. You say this treatment was changed from 

17 loans receivable to something else. ,T hat is that something 

18 | C!?? 

19 miiE Wim'irss: *To, the change was fron a treatm ent 

20 of items which were recorded, say, in the case of lr. Ho.»cn 

21 j! as administration salaries to loans receivable. In other 

22 I -ord-, the’' ’*ere removed as salaries and then reflected as 

23 soinn owed to the company by the individuals. 

24 m i , T r>oppT• In the final financials which ’.’ere s nt 


to **r. ,f 


an^er in "e’’ v orh, were these suns naid to tne 
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2 

defendant Rosen and others treated as administrative salaries 

3 

THE WITNESS: No. 

4 

THE COURT: You see, your testimony — and the reas 

5 

f or nv question is -- and I don't mean to be critical, hut 

6 

'/our testimony as I understand it was quite different, "’his 

7 

is vh' f I an askine. 

8 

Apparently you have been shown -- and I think maybe 

9 

counsel has only served to confuse you -- but you have been 

10 

shown 19 and 19\. As I understand it, on those documents 

11 

the oayments to Rosen and others were listed as administratio 

12 

salaries. 

13 

T’ T E wT n '!" c, S- The amounts to ”r. n osen wore treated 

14 

as administration salaries. 

15 

THE COURT; All right. You have also been shown 

16 

an unaudited financial statement for the fiscal year ending 

17 

Tanuary 31, 1969 which I understand you to say treated these 

18 

Dayments to Rosen and perhaos others as loans receivfl^lo. 

19 

1 

THE UI"'IESS: That is correct. 

» 

i 

Tyrg C0U n T: In the statement sent to 'lev/ York to 

21 

i 

•*r. Hanger, the narent company, are we to understand that 

22 

that statement which was some ?<ind of a final statement 

23 

THE ,T I m ’!ESS: It was the unaudited financial state¬ 

24 

ments referred to. 

25 

THE COURT: So that then we are to understand t'at 
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on this document those navnents were treated as loans 
receivable? 

THE WITNESS: Yes. 

THE CYMJHT: Thank you, sir. 
rorqive no, counsel, qo ahead, 
n when was the chanqe in characterization made 

aqain? 

A Uoon the comnletion of the financial statements 
or the nrenaration o^ the financial statements. That is 
when the chance was made. 

o By financial statements you are referring to 

Government's ExhiMt 22? 

A That is riqht. 

O And by date when would that have been? 

A When was it comnloted vou mean? | 

O Rouqhly. 

A At the end of 1968, just around December 1, 1960. 

0 The chance v/oul^ have been made at the end of 1960? 

A . That is riqht. 

n I show vou two documents which have been marked 
for identification as Government's Exhibits 21 and 21A and 
referrinq your attention *irst to Government's Exhibit 21, 

T ask vou if you can Henti^v that narticular document 0 

A Yes, this is a coov of a letter which I wrote on 
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nocember 2, 1963 to Mr. n .osen care of Intercontinental 
I'nnaers in Lone Island regarding the affairs of Intercon¬ 
tinental Fanners Ltd. in Montreal. 

O was this letter sent to Mew York? 

A Yes, it was. 

n I show vou what has been narked for identification 
as Government's Exhibit 21A and ask you if you can identify 
that narticular document? 

,\ Yes, it was another letter dated Decenber 2, 196i.. 
adressed to M r. Manner, Inc., Long Island, to Mr. Jankoff, 
the controller, and the nature of the letter was enclosinn 
the financial statements o f Intercontinental Manger Ltd. for 

t»ic years ended January 31, 1966, '67 and 'f-8. 

• nT’S T ’t I would offer into evidence what has 

-eon nar'-nd as Exhibits for identification 21 and 21A, 

c 0 vern~3nt ^xM.Mits. 

mp. mt’SGF 17 : Mo objection, your Fonor, to both 


exhibits. 


(Government's Exhibits 21 and 21A received in 


n<Ti a er.ee.) 


Mr *. r.tlhT’: I ttou 1 d also like to take this oyoor- 
tunitv to mass to the jurors some o' the exhibits and read 
from others. T have finished from my direct examination of 



this witness. 
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THG COUMT: All right. 

Just one minute, i f you Jon ' t mind. 

Thank you. 

*bttrjt. To begin \n th, 1 would hand to juror 
number one Government Exhibits 19 and 12\ and ask hin to 
-,js 3 then alone noting, just for the ouroose of locating 
it, this portion of the statement termed administrative 
salary, I.. loson. I believe it appears on the second 

-age of Government's Exhibit 19. 

Similarly, I mould hand Government's Exhibit 22 
to the jury notinrr the third item under current assets as 
loans receivable. 

Finally, I want to read to you Government exhibit 


(At this ooint , Mr. Push read Government's Ex¬ 
hibit 21 in evidence to the jurv.) 

ME. PUSH: At this time I mould hand to the juiy 

Government's Exhibits 21, which is the letter I just road, 

21' ’-’hieh is a brief letter to ’*r. Mankoff, and the 
financial statement, but why don't you take your time. 

(Pause.) 

TT'E CGI'IT: Mr. Bush, would you and defense coun-^c? 

come un here to th° side bar. 

(At the side bar.) 
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THE COUPT: It nav well be that there are sone 
lenal rights for you to bore everybody to death but I 
haverlt heard of it and I tell vou that you have got sone 

t 

witnesses h^re whom you want to get out. VThy the defense 
ever insisted that peoole like this be brouaht into verify 
these documents, I wouldn't know, but that certainly is 
their orerogative. nut have you got any more of these be¬ 
cause this is really enough to out anybody into deer> 
anesthesia. 

This is a very sinple ta:: case, one of the sim- 
olest I ever encountered as a judge or a lawyer. We give 
(treat latitude in American trials but I think we are beginniiv 

to ret in the outer linits. 

MP. HUS’!: bet me tell you what I had in mind and 
oerhaos wo can solve the nroblen mutually. I have here 
another accountant from the same ^irn who is more familiar 
with additional documents. I am willing to introduce then 
through this accountant and show them all to the defense 
attorneys. I am not sure there is any objection to any of 
then. 

THE COU°vT: What I am getting at is this: Aren't 
you over-trying your case? What is the point? We know about 
these pavments now. Wq don't just have Dertoli's testimony, 
we now have the documentation through Mr. Greenfield. It 


i 
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covering is material that we would have covered one way 
or the other, in any event. Mavbe I an incorrect in that 
imnression. As I say, T do have sone other documents and 
they aren't terribly voluminous but there are a few that I 
want to introduce. 

Tf’h COURT: I don't want to get into an endless 
wranole with you but do you see the point I am trying to 
make? 

HR. BUR’I: I do. 

T"F COURT: This case is renllv flowing like cold 
glue. In larqe measure that is not your view. The fact we 
had had jurors markedly late on ’''oth days is vorv discouraging 
and certainly none of the doing of the parties or the law- 

vers but it is not a verv professional show so far. Again, 

obviously you are entitled to bring in anybod" you want to 
bring in so far as we are not duolicating tilings or over- 
try inn thinas. That.is all I am concerned about. 

I have the feeling we may be. So I just point this 
out to vou and I point it out — although they are not in 

the firing lino — to defense counsel. I have had the 

uneasy feelina, ever since I heard of this case, that it 
was going to he wildly overtried and I haven't seen any¬ 
thing to encourage me to take a more optimistic viewpoint. 

It is by no means a difficult tax case, by no 
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2 

neans, and I don't mean to diminish its importance. As I 

3 

say, it is inoortant, of course. Hut all the more reason 

4 

v/hv vc should not make a huge production out of really 

5 

rolativolv simole questions to decide. 

6 j 

This delay is another good example. Can't you 

7 

read these things to these jurors so they don't take an hour 

8 

! 

and a half to read then? 

9 

'jo. posiT: I sugoose I will do that with the next 

10 

set. 

11 

Tpr COT’PT: If it is that inoortant there must 

12 

he certain entries that are inoortnat to vou. M hv we dilate 

13 

and diHy-riall" ] ike we rio, T don't kno". 

14 

T'n sorrv, hut I have keen a particioant in too 

15 

nanv tax cases, civil and criminal, and I have to speak with 

16 

"hat T consider so^e reasonable background in the problem 

17 

and I don't think this is the best way to do it and we are 

18 

i just weighing everybodv down. 

19 

I would suagest that if a document has to he 

20 

sho’-m it bo shown but let us get the witnesses out of here. 

21 

first o c all, if we can. Second of all, read what you can 

22 

i read where there is a little nuqnet or portion that you want 

23 

to get across. The same holds true with Mr. Hoey and Mr. 

24 

•'usoff. Put a qeneral wallowing in the naners is goino to 

25 

take us a long time. So try and see if you can think of 
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these things and I think it will go a little snoother. 

Thank you. 

(In open court.) 

THE COURT: Has everybody had a chance to finish? 

All right, very good. 

!lr. Musoff, you said you were going to handle 
this witness. 

ME. MIJSOEF: Yes. 

May I just have Exhibit 21? 

ME. BUSH: Yes, sir. 

CROSS EMAMIMA^IOM 
EY MR. ’’USOFr: 

o Good afternoon, Mr. Greenfield. 

Your letter of Oecember 2, 1968 to Mr. Lawrence 
"’osen, v’hich is Exhibit 21 in evidence, refers to a Mr. 


Eertoli, 


Mas he the one that vour office was dependent upon 


for necessary information? 

A Yes. The normal course of communication was with 
\ir, such as it was. 

o Mas he coooerative in furnishine such information 
to vou ? 


MR. BUS*!: Miaht we set the oeriod of tine involved 


here, vour Honor? 
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THr COUNTS I take it it is during the period v/e 
havc discussed. If "r. Musoff ho. some more specific 
tine ho can tell us. 

n You stated that you were first retained by 
intercontinental hangers durino 1065 at the inception of that 
corooration, is that correct? 

A That is correct. 

o was Mr. Bertolt connected with that corporation 

at that tine, to your knowledge? 

A Yes, ho was. 

o ho- lonn was Mr. Bertoli connected with Inter¬ 

continental Manners? 

a -ell, to my knowledge, he was connected througa 

l through 1967 and throuah some period of ’69. I don t 

, , . jij not _ he severed his relationship 

v n o* T exactly v\i©n he nin not: 

. m«4- t Vielieve it v/as in G3* 

with the conoany. ~ut i nej-icv^ 

o During that entire period of tine was Mr. Bertoli 
cooperative in furnishinn the necessary information to vou? 

A Mo, he wasn't. 

n was 'he the individual vou had oarticular ref- 
erenco to as keeoine „our firn in the dark about the finan¬ 
cial information necessary in connectionwith Interoontinenta! 


Hanoors? 


’•Tell, I think, the reference was probably a more 
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3 

4 

5 

6 

I 

7 

I 

i 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 

22 

23 

24 

25 


jerk 

aloha1 onp >>ut because the request f or information went 
to him I guess in essence they were directed to Mr. Bertoli. 

Q During the tine that Mr. Dertoli was connected 
with Mr. Manger and Intercontinental Mangers, did you have 
an - ’ conversations with Mr. Rosen concerning the accountant 
treatment o^ an - / of the financial transactions of Inter¬ 
continental hangers? 

.\* Mo, wo didn't. 

o Did Mr. Rosen instruct you to treat the payments 
he received from Intercontinental as salary when they were 
first recorded that way on your records? 

■\ Mo, he didn't. 

o after Mr. Rertoli le f t the scene I believe your 
letter, "Inhibit 21, indicates that you dealt with Mr. 
Mankoff, is that correct? 

Ves. "he firm dealt with Mr. Mankoff-. ''ore 
soecificall - ’ one of mv associates, Mr. Murwitz, had the 
direct communication v/ith him. 

a ."tv 1 you described Mr. '’ankoff as most cooper- 
ati - *o unlike Mr. Dertoli, is that correct? 

r. That is correct. 

O with resooct to the change in the accounting 
treatment o r the oavnents to Mr. Rosen f ron salaries to 
loans, kavo ,- ou over encountered this type of alteration or 
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change in accounting treatnent in your professional exper¬ 


ience? 


MR. nnsu: Objection. It is irrelevant. Also he 
is not qualified and testifying in this case an an expert. 

THH COUhT: I an not sure I quite agree with either 
ooint. Mov/ever, I think better put I would allow it to be 
rephrased as i* he regarded either treatment as unusual 

in his experience. 

Is that what you are seeking? 

MR. MUSOFF: Yes, your Honor. What I an seeking 
from this witness is whether or not such a change in treat- 
-mV- ir. unique or whether this is sonethine that goes on in 

a normally run accounting oractice. 

T!!F C0U7T• In other words, the simple answer to 

nv r inauirv is yes, correct? 

Mt», MUSOFF: Yes. 

TIIF GOUhT: Ho doubt about it, is there? 

MP. !!USOFF: That what? 

T!I r COUPT: Tel], us please, M .r. Greenfield, did 
regard either treatment that you described of these cash 
na-nrnts to Posen and others as unique in your experience 


in anv way? 


T!!F UimgrsS: ho. 

T’’F GOFPT: 'Text question 
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Q In other words, you have encountered changes in the 
accounting treatment of financial transactions before in the 
course of your nrofessional practice, is that correct? 

MR. DUSII: Objection. 

TT ty COURT: Sustained. It is only another way of 
putting the sane question, Mr. Musoff. Let's get on witn thi 
o In vour opinion, is it improper to alter tie 
accounting treatment o f an item such as took place here? 

MR. RUST!: Objection. He is - not testifying here 


as an expert. 


The COURT: Mr. Bush, I dorit quite agree with that, 
is an accountant. Let's not make that kind of point 
anain. I will allow that one. 


o in your opinion, is it improper to alter the 
accounting treatment of an item such as took place here? 

A Mo, it is not imnrooer. 

Tjjr COURT: Did you get 50 n e' information from 

sonehodv that caused -our office and yourself to nai-.e this 

chance in treatment? 

mjjr ’JITMRPS: Yes, upon the finalization o F the 

• •orV.in" oarers in order to oronnrn these financial stato- 
nents at this late date in 11GS we did communicate with "r 

Mankoff who was then the controller and we 

' T 'UE COURT: This was after Rortoli had left Tr. 


i 
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Hanger's ennlov? 

•HIT WITT1SSS: ^hat is correct. 

tut COURT: "hen this gentleman — what is his 

name nnain? 

r-itr vimTSS : Ur. Hankoff. 

TI'C COURT: And he suonlicd you certain infor¬ 
mation c ron the Jjong Island City office? 

TUT '’ItursS : That is correct. 

TIIT COURT: Co ahead. Forgive no. 
o In the course of your professional practice did 
vou over find the converse to bo true, whore loans were al¬ 
tered to salaries 0 
A Yes. 

o Why, in your oninion, is the accounting treatment 

o'* various items changed? 

mr. gee;”: Objection as to fom. 

T U F COURT: You mean generallv? What do you mean 

b ,r that? 

MR. UTJSOFF: generally in the course — 

P'rr' court: I will sustain the objection. Re- 

ohras° it. 

If vou want to ash hin about why it came about 

here, that is fine, hut not generally. 

o When Mr. Hankoff requested that the payments for 
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!\r. Rosen from Intercontinental Hangers be treated as loans 
rather than salary did he do it in a surreptitious manner? 

A I am not aware o' the communication because I was 
not involved in the communication. I think that question 

would have to be asked of Hr. Murwitz. 

Q Are you aware of how the request was made? ’das 

it made by telephone or by letter? 

A I don’t know. 

O You don’t know? 


n Did Mr. Rosen ever ask you to hide or conceal tV] 
*act that the accounting treatment of those oavments had 
been altered from salaries to loans? 

A Mo, he did not. 

o To your knowledge, di* he ask anyone in your firm. 


to conceal that C act? 

A Mo, he did not. 

m Did Mr. Rosen ever ask you or anyone in your firm 
to destroy records or correspondence showing that the treat 
m'-nt had been altered from salaries to loans? 

A Mo, he did not. 

q Would you consider that the change in accounting 
treatment as oerformed in your office to be a normal, rou¬ 
tine accounting procedure? 
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A Yes, upon the completion of a financial statement 

it would ho a normal thinq. 

n And the records and correspondence in your 
office would reflect that change for anybodv to see? 

A Yes. 

O Did anyone f ron the Internal Revenue Service, the 

Vnited states Internal Revenue Service, appear in your 
c e£ ic2 to look at such records? 

A Yes. 

O And the "act that Mr. Rosen received payments from 
Intercontinental Hanoers was readily apparent to them as it 
would ho to anyone else from those records and the cor- 

rorinor. r '°n"o in your office? 

a Yes, all the records vrere made available, 
o And the fact that the accounting treatment had chan 
from salaries to loans was also readily apparent, right? 

A Yes. 

o no von know the reason why the entries concerning 

1 ~ 

| the payments to Mr. Rosen wore first entered as salaries 

I 

ji rather than loans? 

••n. DMPH: ohjection as to the form of the ques¬ 


tion. 


25 I agree. 


TJ’F. cntiRT: Yes, I must sav offhand that I thinK 
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2 

•■in. MUSOFF: I’m sorry, your Honor, I didn't hear 


3 

your rulina. 


4 

THE COUnT: I don't understand even from your noint 


5 

of view how you can expect this witness to tell us the 


6 

state o f mind of some stranger or apnarent stranoer to him. 



7 

I don't follow vou at all. You can't mean that. Why don't 



8 

you try it ana in. 



9 

I gather vou never discussed these changes in 



10 

accounting treatment with ‘Ir. nosen, or perhaps he was 



11 

known to you as Hr. Rosenrauch, himself? 



12 

TT' 1 ' WITHERS: !lo, wo knew him as Mr. Rosen and it 



13 

'..-as not discussed with hin. 



14 

rT,, IE C^UR^: You discussed it, as you told me, with 



15 

this man Mankoff? 



16 

the V7IT’T t 'SS ' That is correct. 



17 

'1R. MTJSOFF: I understand your Honor's ruling, 



18 

1 

• •our Honor. I ’..’ill renhrase my ouestion. 



19 

THE Cr*URT: That is what I am suggesting you uo. 



20 

j v er.ee the suggestion. 



21 

o Mr. Greenfield, at the time that the entries 



22 

••ore first made on vour records indicatino that the pay¬ 



23 

ments were characterized as salaries were you under any 


1 

24 

instructions or was anvone in vour firm under instructions 



25 

to so characterize those navnents? 



1 _ 
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A I an really not sure. I don't frankly remember 
whether wo had soecific instructions or not. 

MR. MUSOPF; Mo further questions, your Honor. 
Tlir COURT: Any redirect, Mr. Bush? 

MR. 3UGII: Mo further questions. 

THM COURT• Thank you very much, Mr. Greenfield, 
you mav he excused. 

(Witness excused.) 

MR. RUSH: The novernnent calls as its next wit- 


n^'-.s Wi Ilian Murwitz. 


•’ T I. L I A M 


II U R V I T Z, 


called 


as a witness in behalf o* the novernnent, havir.a 
been first du 1 v sworn, testified as follows: 


MT' ,T 'C T ’ Y , IMV n T<’V 


20 


r»y • tn n**c*T . 

o Mr. T, urwitz, what is t ,-, e nature of vour work? 
n X an a chartered accountant, 
e '’ith what firm are you associated? 

A T an associated with the firm of Harry I. Crainer, 
“reon c ield, *iozetz, T,Tcuver & Co. in Montreal, 
n Her lon^ have vou been with then? 
a X have *'oen wit’' th^n since Ma ,f 1, l^O. 
o ’-That nos it ion ^o vou now hold? 

A I an now a oartn-*r. 
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Hurwits - direct 

How lone have you been a partner? 

A I have boen a oartner since October, 1971. 

Did there cone a tine when you were given the 
Intercontinental Hangers Ltd. account? 


209 


F _ „ 

6j • 


* Houghly whan was that? 

A The fall of 19G°. 


o At that tine did you begin to preoaro financial 
statenents for the fiscal year ending January 31, 1963? 


A Yes. 


o I show you a docunont that has been narhed for 
' dor Li^ication as Oovcrnnent' s TTxhibit 20 A and as!: vou if 


’ou can i , o r >tifv that oarticu]nr docunent? 


A These are the total set of worhing oaoers for the 
fiscal yoar ended January 31, 1963. 

o "or what ourooso if any did you nut these papers 

in? 


A Those papers are put together in order to supoort 
V i financial statement that was orepared. 


Did vou oronnre all those paners? 


A Ho, not all o* then, only part. 

0 '.That portion did vou Droparo an- 1 what portion did 
another individual orenarr? 

I nreoared basically the second hal p that relat'd 
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2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 


jo!: 

to the finalization of the statement. 'The first half in¬ 
volving the grading un of the cash journal was prepared by 
a member o f our staff. 

MO. P/’SIIs At this tine I offer Government’s 
r-:hib.it 20k into evidence. 

MO. MTTSOPm; Mo objection, vour Honor. 

(Government’s Grchibit 20 .a received in evidence.) 

Q Directing your attention to the too o e the first 
s^et, the smaller size oapor, J. note an entry number one 
there ”hich is denoted journal entry number one. I ask you 
what if any change v/as made in t^at particular journal entry 
a r fo r it "as initially prepared? 

A After it was initially prepared — well, the final 
version o r the adjusting entry reads charge to the loan 


17 

to bawror.ee dosen for *>13,315. 


18 

o Mow was that — 


19 

7 Also the other items to Dertoli and Benjamin 


20 

Zuckeman, the words were added "loan receivable." 


21 

0 How was that initially treated? 


22 

A This was initiallv treated by my staff as a salary 


23 

for tho four individuals. 


24 

o Based on these particular work oapers was an unaud¬ 


25 

ited statement, for the fiscal year January 31, 1969 actuall' f 
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recess. 

Is that all right? 

Mb. BUSH: I have no objection. 

TTIF COUh.T: Ladies and gentlemen, we will take a 
recess for five minutes or so. 

(Jury left the courtroom.) 

Tlir C r 'U n T: Mr. Bush, at the risk sounding 
1ike a broken record, this to me seems exactly a good case 
ir. eoint. b T e have got the same accountants treatment once 
again. T ’hy are you over-proving this? I don’t understand 
it. There is no issue here about this or I doubt that 
there can be now. V?hy do v/e have to have two accountants 
to establish one set of facts? I just don’t act it. In 
fact, I don’t even net why we need the work sheets in 
evidence. 

T.oo! , j i takes you so Tone with vout explanations 
T almost ra<’>or not hoar if e::c*'ot si mol" to snv that r i" . 
•v'i nni t.o nrove overvthinn twice that has to be proved. 
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accountant is sinoly that there were subsequent audited 



statements issued and then chanqes in the audited statements 


— 

as well. 


5 

THE COURT: nut then why fool around with his 


6 

work paoers? If that is so let us get to it. That is 


7 

the whole point. 


8 

MR. RUSH: I had planned really to jump to the 


9 

audited paoers and then the confirmations that had been 


10 

sent out and that would be basically it with this particular 


11 

accountant. I do think changes in the financial statement.* 


12 

which were made have a probitive value. 


13 

T ,: U COURT: Agreed, but t^at doesn't mean you prov^ 


14 

it three, four and five times. I see the significance of 


15 

relevance of this, not even the defense can arque with t.mt. 


16 

My araument with you is the lengthy, totally 


17 

anesthesia-inducing delays we are encountering in this 


18 

case which for the life of me I don't see why any lawyer 


19 

would want to be a party to it, particularly when he has 


20 

nroved somethino. 


21 

MR. 3'JSII: I have looked at the particular docu¬ 


22 

ments hero an' 1 attempted to eliminate the nortions — 


23 

titr COURT; One o f the best things you could have 


24 

^ono from your own statement is to eliminate the accountant 

J 

25 

••ork manors. You tell me what yotfroally want from Mr. 
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Ilurv.’itz is the final audited statement, fine. 

MR. BURR: There were several audited statements. 
THn rnuRTr Fine again, hut let us get to them 
without all this willy-walloping around. If we go on much . 
lonoorlike this, this is iust going to be a totally distorted 


nr ^sontation. 

I just don't understand ya> of all people, wanting 
to do this. Let us see i* we can net to the point and 
not fool with any nieces of paper just because they come 
pv-om his office and are business records. 

(Recess.) 

(In onen court - jury present.) 

THE COURT: All right, Mr. Bush. 

BY MR. BUSH: 

o who if anybodv directed the change in accounting 
treatment o F these payments to be made? 

?. Mr. Mankoff. 

o In what for was this direction, was it a phone 
call or a letter? 

r This direction was by phone call, 

o Roughly when was that ohone call? In point o F 

time, that is. 

""a -r are talking about the 19 — which statement 
are we ralkino a'lout? 
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O The fiscal year January 1, 196" statement and the 
change that T just referred you to in your work sheets. You 
said there was a phone call wit!h Mr. Mankoff. I would like 
to olaco the rough date c.\ that phone call. 

A I would sav this was sometime towards the end o f 

1969. 

O What was said in that conversation? 

A That the amounts should lie set up as loans receivab 

f ron the various employees. 

0 What if anvthing did Mr. Mankoff sav with respect 
to Mr. n osen in that conversation? 

MM. MTtgorr: Your Honor, T object to the question. 

T!!P cnT!P' T ': Yes, T will sustain that as to f om. 

o what if anything was said internally at Mr. llancrer 
in Mew York as to who had decided to make the change? 

MR. MtlS^FF: Your Honor — 

THH c^ T J n Tr Ho*-' could he know what was said in 
Mew York internal 1''? 

MR. RHRITt I am referring to this oarticular phone 
conversation. 

'-‘HP COU n T: Don’t you think the better and fairer 
wav to ask this is: !7hether or not he recalls anything else 
being said bv Mankoff. 

o TT hat if anythin'* else was said bv Mankoff, if you 
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could aive us as much of tho substance of the conversation 
as vou can? 

^ T don't remember anything else, 
n nid M .r. Mankoff sav any thine about Mr. bo sen s 

role in directinn a chancre? 

*r p MUSOF' 17 : If "our Honor ol^ase 
THH COUHT: Sustained as to form. 

T ?as there anv mention, that vou can recall, of 

M.r. Ho sen, Mr. "urwitz, in thin conversation? 

,p]i r u TT > r c^ : ^here mioht have been a mention that 

Mr . vanvo^f said he would talk to Mr. bosen or receive t^e 

nr^rJ 11^ told US T* • .hnVO - t 

m-.s the onlv oerson I talked to, he explained to us that 

this should be treated as a loan. 

O Did there cone a tine when an audited statement 

v.-ts prepared for fiscal year endinn January 31, 1163 and 
also r or the fiscal year endinn January 31, 1069? 
a Yes. 

q T 7h at i* anything did you require from Mr. Hanger 

'.afore preparing such audited statements? 

\ in or-’or for the statements to be audited I 
Ml-* tie ite* th.it you are lectin, Cor l* that wo required 
contir—ations tint tie various loans reoeivahlo that we 
•.■ore ooino to .'m on tho balance sheets still existed. 
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jo’; 

O Did you oreoare such confirnations? 

A The confirnations were oreoarnd. 

n Were they then sent to 'lev* York? 

A Well, I don't know if our office prepared them 
and then sent then to 'Tew York for sinning or if Mr. Mankoff 
or his o p *ice prepared the confirmations, had them signed 
and sent to us. I believe we probably sent them to Dew 
York to M r. 'Tankoff. 

o What individuals were covered by the confirmation? 

A Mr. Dertoli, Mr. Zuckernan, Mr. Mosen and *’r. 

Dirnbach. 

O For v.’hon, i c anybody.- did .you receive confirm¬ 
ations hack? 

A Mr. hirnbach, Mr. Zuckerman and Mr. Mosen. 
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0 1 si '.ok von three documents which have Veen narked 

col Jectivcl v as Government ’s Fxhibit 27-A and ask vou if 

von can identifv those documents. 

A These arc confirmations which were signed by 
'’essrs. rosen, /uckerman and Pcrnbach that their respective 
loans .-eceivable dated January 13, 1969 were still indebted 

to the comnnv. 

<*p _ •'I'SOFF: No objection, vour Honor. 

(Government's Fxhibit 27-A received in 
evidence.) 

O I shov vou a document ; dcntified ot marked for 
identification as rovernment's F.xhibit 28 and ask vou 
if you can identify that particular document? 

A This was a letter sent by our office to !1r. Pavid 
Nankoff in New York enclosing a draft copy of the financial 

statements for the year ended January 31, 1969. 

q I show you a document marked for identification 

as Government's Fxhibit 33. 

•\ this is the actual audited financial statement 

of Intercontinental Hangers Ltd. as at Januarv 31, 69. 

Q At what date was that prepared? 

A That was dated Julv 28, 1969. 

0 I show vou a document marked for identification 
as Government's Fxhibit 31. 







183A 219 

inrf 2 Hurwitz - direct 

A This v.as a letter to M r. Nankoff in New York 

enclosing the nornal copies of financial statements which 
\'.is just referred to for January 31, '69. 

MR. PUSH: I would offer into evidence at this 
time Covernnent's Exhibits 28, 31 and 33. 

THE COURT: 28 is an audited statement or is that 

just a letter? 

MR. BUSH: 28 is the letter which sent a 
draft of a financial statement to New York. 

33 is an audited statement for January 31, 1069 
and the statement itself is dated Julv 28, 1969. 

Covernnent's Exhibit 31 is the August 6th letter 
of I960 which forwarded that particular statement to 
New York . 

MR. fRISOFF: No objection, your Honor, to each 

of these. 

THE COURT: You don't object to any of these? 

MR. MUSOFF: That is correct, your Honor. 

(Covernnent's Exhibits 28, 31 and 33 received 
in evidence.) 

Q At about or after the time you had sent off 
to New York the audited statements for the fiscal year 
ending January 31, 1969 did there come a time when there 
was a reouest made to recast that particular statement? 
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A Yes , 

l show you a document marked for identification 
as Government's F.xhibit 30-A and ask vou if you can 
identify that particular document? 

A This is a letter sent from New York to Inter¬ 
continental Ilanqers signed by Mr. I.arry Posen authorizing 
our firm to recast the financial statements of 
Intercontinental for the fiscal years ended Januarv 31 
’68 and .January 31, '69 to reflect the rovaltv income and 

advances from Mr. Hanqer, Inc. of Ouebec in the appropriate 
years. 

Q I show vou two documents, the first of which is 
narked Government's Exhibit 22-A for identification and 
the second which is marked Government's Exhibit 33-A and 
turninq vour attention first to 22-A, I ask if you can 
identify that document? 

A Exhibit 22-A is an audited financial statement 
for the period ended .January 31 , 1968 reflectinq the 
recasting reouested by Mr. P.osen in his letter which we 
i us t referred to. 

0 What chanqe, if any, was there in this statement 
as compared to the earlier unaudited statement prepared 
at the end of 1968 for the fiscal year endinq Januarv 
31, 1968? 
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Hurwi 1 2 - direct 

A The basic change in this statement was that 
additional royalty income of $15,000 was previously shown 
in the vear ended January 31, *69. It actually allied 
to Jnn.inv»* 31. 1968. So what we did was merelv transfers 
,1-acK to the year that it represented. - 

So there was more income in this particular • 
statement, reflected in this statement for the vear 

ended Januarv 31, 1968 than there was originally, wouK thn 
he correct? 


VP. MUSOFF: Vav I inquire at this noint as to 
t!ie relevancy o<" this? 

Tl'h. COURT: That is whv T raised, pointedly 

ns I did, a few moments ago, whether you objected to these 
earlier natters. 

MR. BUSH: I am willing to make an offer of 
proof at the side bar with respect to this matter. 

TMI-. COURT: I have encouraged you twice to think 
a lout this, . :r. P.ush. I am a little discouraged to 
hoar about this at this hour, Mr. Rush. I really am. 

M P. RUSH: I think T can make it clear by 
virtue of the offer of proof, vour Honor. 

TMF COURT: In fairness to you I have to listen 
to you, I suppose , 

Como up, gentlemen. 
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(At the side bar.) 

run roUPT: M r. Bus 1, , let's pet on with it. 

MP. RUSH: I think first that all of these 
I'ociircnts obviouslv relate to the payments which w*re made 
and in that sense, without any further offer, they could 
he relevant. Rut secondly, the Government is peine to -- 

TME COURT: Don't pass over that too ouickly. I 
I have no reason to know that the $15,000 rovaltv payment | 
so-called transferred back from 1969 to 1968 have anvthine\ 
to do with these payments to the defendant at all.^l^ j ust \ 
have no reason to assume that. 

!'P. P-l'SH: Secondly, the Government is going to 
contend that really there was no intention ever to produce 
a financial statement, whether it be audited or otherwise 
for the fiscal vear endinp January 31, 1968 when 
the defendant, who was in charge of the parent comoanv 
and also in charge of the subsidiary, found out that such, 
a statement had to be prepared. The Government will 
contend that he was interested, one, in of course mal ing 
these loans because he had not reported them as income 
in his tax returns, and two, also in making statements 
such that it did not appear that he and the other 
people were receiving these monies from the companv, they 
had actually stolen them or embezzled them. 
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187A 

ic,rf 6 Ihirwitz - direct 

TUI: COURT: This is proven cloouently hut you 
don't know what vnu arc talking about. Mav I see t..ose 
proffered exhibits please. 

UP. BUSH: 1 think vou will see if you look at 
the statements -- 

THE COURT: Where are the exhibits? 

M P. BUSH: I will get them, your Honor. 

If vou examine that particular statement you will 
see from the examination of it that in the absence of 
calling these particular items or payments’ as loans the 
balance sheet would show that there was, in the wav of 
liabilities, a loan payable to the parent company from 
Intercontinental in the neighborhood of $55,000. That 
in effect there would be no assets whatsoever, to speak 
of, at all and there would be a negative net worth of 
some Probably 28 or *30,000. 

T u *» Covcrnmcnt is going to contend that first., 
in and of itself, such a statement is, if not inappropriate 
I don't reallv know how to phrase it. 

THE COITT: That is the problem. 

MP. BUSH: It’s unusual -- 

THE COUPT: I have told you thrice this 
afternoon that vou are likely overproving your case. 

The more you talk the more you are convincing me of that. 
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Murwitz - direct 

2 2 anti 33 arc already in evidence. I want to 

sno 2 2 - A and 2 3 - A and 

MR. RilSH: 22-A and 2 3-A. 

T might also snv that as a third reason for 
t!iis particular o^fer of proof, your Honor, as of ‘arch 
15, 196S in the merger agreement between 7!r- Manger 
and Yankee Plastics it was represented that Vr. Mange** ha<| 
e l 50,000 in the way of net assets. The financial stat merits 
of Vr. Manger will show that in reality it did not have 
that finure and if in fact the investment in these 
narticular subsidiaries was not as it was the figure would 
he substantially less. 

THE COMRT: Mr. Bush, I am not going to try but 
once more. This is all very interesting and I will 
assume it is true but it has nothing to do with the 
four counts here on trial except at best tangentially and 
whv the Government is so hell bent to take a simple tax 
case-and make it a bamboozlement of everybody, I don t 
understand. You surely aren't here to bamboozle or 
ob fusca-pe the proof against this defendant which up until 
this point was crystal clear, but you arc trying to 
make a big complicated deal that somebody downstairs 
has explained to vou as being razzle dazzle something 
or other and it isn't anything at all. 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
FOLEY SQUARE. NEW YORK. N.V. CO 7-4SSO 





I 


iorf S 


Kurwitz - direct 


189A 


I have no doubt that this is true hut it has 


nothing to do with our case. 

*»F. m'SH: I think it has a direct hearing on 

tie motive for making such changes as th~re were. The 
defense is going to argue, I think, that these chances 

were innocent lv made and had no knowledge 

THE COURT: Hut thev haven't. Honestly, v °u are 

trying to prove everything. 

>’P. RUSH: As represented to m', this was the 

arrunent that they have made. I think it is an arsiment 

they have made throughout. 

THE COURT: I am not going to receive these 

because I just think this is going beyond the nale of 
the indictment at this point. Second of all, I am not 
even sure, if the defendants do raise this, that thev 
would he well advised to do it but assuming they do I 
will certainly let you come back on rebuttal if we have to 
get into this. Rut we have got four counts. Those 
counts have been Proven already, in my judgment, at least 

enough to go to a jury. 

Let's not start obfuscating things in antici¬ 
pation of what the defense may or may not do. 

So the ruling is at this point 1 will not 
receive 33-A and 22-A not because they a T e incompetent, 
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as Ur. ’ use' f agrees they are, but because at this point 
l have no basis to concede their relevance. 

Mr. PI'S!!: Might I do this: 

Might 1 lay a basis, a foundation for their 
admission at this point because -- 

Till: COURT: No, you have a witness on the stand. 

MR. RUSH: This is the end of this particular 
witness' testimony. This witness will not be available 
for recall, "av I lay the hasis for these two documents -- 

TllF. COURT: I said they are not deemed incompetent 
ihat is what I mean. Mr. Musoff conceded as much when 
he didn't object. 

MR. MUSOFF: I do. 

THE COURT: They are authentic documents in your 


view? 


MR. MUSOFF: Correct. 

THE COURT: I don't understand what you are 
tailing about aeain, Mr. Rush. I really don't. If 
you want to ash him whether his office prepared these 

again, you certainlv mav. 

MR. RUSH: I think I just have one more document 

to lay the groundwork for them. 

THE COURT: I despair to listen to this. 

MR. RUSH: I think I can prove to your Honor 
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that tnov arc relevant. I want to lay the foundation 
r or the subsenucnt admission that even if you rule then 
inadmissible at this tine -- 

TUP. COURT: That is fine but ask the witness 
whatever it is you want the answer for. If vou have 
another document for him to identify, go ahead and identify 
it. Vaybe ti’.is next one is relevant. 

I am ruling on these two and 1 sustain the 
objection at this point. 

VP. RUSH: I have two other documents which 1 
will lav the foundation for and that will he the end of 
it . 

(In open court.) 

nin COURT: I sustain the objection to the last 
oucstion and I will not receive, as I told you at the side 
lar, Government's Pxhibit 22-A and 33-A, at this point 
at least. There is another exhibit which you identified 
but I couldn’t understand what you said. 

It's a letter from l*r. Rosen. 

M P. RUSH: T think your Honor is making reference 
to Government's Fxhihit 30-A. 

Perhans we can have the witness state if he 
knows what that particular document is. 

TUP: COURT: lie has alreadv told us. We don't 
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Vi a vc to have that repeated. 

I di'i.n't pet the exhibit nunber became 1 coulu 

not tell whet’ cr it was 38 or 30-A. 
mi) t pit si i; It's 30-A. 

Tup C0l!PT: The same ruline pertains to that, 
rip. RUSH: Lastly, 1 am sure your Honor will 
male the sane rulinp with respect to it but nevertheless. 

as to lay a foundation possibly foi it at a subsequent 
ti-e. I show you what has been marked 3S Government’s 
Lxhibit 32 and ask you if you can identify that particular 

document? 

A This is a letter sent bv our office enclosing 
the recasted financial statements for January 31, '68 
and 1969 as requested bv the client. 

vjr. rush : No further questions. 

THE COl'RT: The two statements recast were 1968 

and 1969 fiscal vears, ripht? 

THE WITNESS: Ripht. 

rrOSS EXAMINATION 
BY VP. JIUSPFF: 

0 Mr. Hurvitz, when were the underlying work paper; 
prepared by vour firm concerning the fiscal years January 

SI, 1967, 1968 and 1969 prepared? 

A The work was prepared basicallv in 19 -- the 
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iarf 12 llurwitz - cross 

fall of '63 and in the summer of 1969. 

0 i'or .all three of those fiscal years? 

A '66, '67 and '68 were prepared at one time i 
the fall of '68. The recast statements and the '69 state¬ 
ment were nrenared in the summer of '69. 

o Tid the recasting of the Intercontinental Hanger 
financial statements have anv effect on the tax liabilities 
of that corporation? 

A The recast statements had no net effect on the 
tax liability of the corporation. 

TIIF.COI'PT: Are you talking about Canadian 

tax 1iabi1itv? 

THE WITNESS: The company was a Canadian 
comoanv so the corporation is liable for Canadian taxes. 

Q Does the tax return of those Intercontinental 
Hangers have to be changed in any way as a result of the 
recasting of those financial statements? 

HR. PUSH: I am going to object to whatever 
tax -- ! don't see it has anv relcvancv at all. 

MP. MUSOFF: This is a tax case and I would 

assume 

THE COUP.T: Just a moment, gentlemen. First 
of all, I regard this oucstion as being merely another 
wayof nutting the question I allowed, lie told us it had 
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Hurwitz - cross 


194A 


no inoact on the Canadian corporate tax responsibility 
of Intercontinental. I see no reason to put that in another 
torn which 1 understand your last question simply to bo. 

Let's get to something else. 

Q Do you know the purpose of recasting those f inane id 
statements? 

MR. UUR1I: Objection as to form, your Honor 

THE COURT: Sustained as to form. Recall th. _ 
the witness has already told us, sir, that he did this as 
a result of certain phone calls and other information ra¬ 
ce ived from one Mr. L’ankoff. Am I co-rect, Mr. llurwitz? 

THE WITHESS: And from a letter received from 

Mr. Rosen. 

THE COURT: All right. So I would think from your 
own point of view you ought to rephrase it and sharpen it up, 

MR. MUSOFF: Does the Government possess that 


le tter? 


evidence. 


received. 


MR. BUSH: I believe it's been introduced into 


THE COURT: It has been identified but not 


MR. BUSH: This letter was one of the documents 


objected to. 


THE COURT: I agree but that doesn't nean he can't 
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jq r f Hurwitz - cross 195A 

see it. 

n ! :ici vou aiscuss tlic recasting of those financial 

statements with Mr. Rosen? 

A Un, not with Mr. Rosen, 
g You discussed them with -- 

A With Mr. Wankoff and with the firm of auditors 
'..’ho were involved with Mr. Hanger,Inc. in .icw York. 

q Were you informed as to the purpose for the 

rccastino of tne statements? 

A The purpose for the recasting -- 

MR. BUSH: Objection as to hearsay, your Honor, 

and also as to who informed him of what. 

THE COURT: Wait just a minute. You yourself 
asked questions of what he and Mr. Nankoff discussed, do 
you remember that? 

MR. BUSH: I am not sure that this is a 
conversation of Mr. Wankoff with the auditors, with the 

auditors or who it is with. 

THE COURT: Mr. Hurwitz, you just told us you 
didn't discuss this with Rosen himself, correct? 

THE WITNESS: Right. 

THE COURT: You did discuss it, as I understand 
it, solely with Nankoff representing this company called 
Mr. Hanger? 
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jar? 15 Hurwitz - cross 196A 

Till; WITNESS: Mr. Mankoff was the controller of 


3 

4 

5 

6 

7 ii 

6 

9 

10 
11 
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13 

14 
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16 
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20 
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Mr. Hanger. 

TilM COURT: Right. 

Till; WITNESS: And I discussed it with him together 
•rich the representative of the auditors of *lr danger, 

THE COURT: What were their names? 

THE WITNESS: This I don't know. 

THE COURT: Do you know with whom in that firm 
you conversed? 

THE WITNESS: No. I know I did because I renenLer 
•r. Mankoff referring me to their auditors so as to explain 
the reason for the recasting. 

THE COURT: The ruling is that if you want to dire.i t 
your question os to what he learned as the purpose of 
anything from Mr. Mankoff, fine, but otherwise, no. 

Do you follow me, Mr. Musoff? 

MR. MUSOFF: Fine, your Honor. 

TEE COURT: All riaht. 

O Did you learn from Mr. Mankoff the purpose for the 
recasting of the financial statements of Intercontinental 

dangers? 

THE COURT: In other words, did he say anything 
about his understanding of the purpose? 
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| j nyf. 10 


Hurwitz - cross 


137A 


THE WITNESS: It's putting me in a very difficult 
situation because I know exactly v/hat the reasons were for 
the request. At this mo.tent, three, four years lat r, 1 do 
p t Qt remember exactlv if it was .Mr. NankoLf who explained 
to ne the reasons or if it was a representative of tna 
auditing firm. But I do definitely remember the conversatio. 
and that I talked to the people concerned. 


THE COURT: Was the firm called Futterruan and 


sonething? 

THE WITNESS: I honestly couldn't tell you. I 
wouldn't want to say it was John Smith S Company because 
I couldn't remember. I think I know it was a big national 
firm. Who it was, I would only be quessing as to who it 
was. 

THE COURT: Well, Mr. Musoff, if you can help 
him out with any information you have, why, let's see 

v/hat happens. —" 

MR.MUSOFF: Can we just inquire as to what the 

reasons were that he learned? This is all I want out of 

this witness. 

THE COURT: The only trouble is since he doesn't 
know who was talking that might make a difference. ..here 
I would sympathize with Mr. Bush if he objected. 

Q Does the name Haskins & Sells refresh your memory? 
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jqrf 17 Hurv’itz - cross 

That is, as to the accounting firm of Mr. Hanger? 

A It could ”< 2 ry possibly bo. I seen to recall 
that nar.ie being involved. 

THE COURT: Are you able to tell us that it was 
either some- representative of this firm. whose nane you 
cannot recall or *'r. Nankoff and nebodv else? 

THE 17IT1JESS : Yes. 

THE COURT: All right. 

Does the Government object to that? In other 
words, possibly I might consider letting Hr. Musoff ask 
what the stated purpose was so long as it was coming from 
one of those two sources, either Uankoff, the Mr. Hanger 
controller, or this Haskins & Sells firm or whatever it was 
that was purporting to be the outside accountants for 
Mr. Hanger, Incorporated and its management. 

MR. BUSH: In light of the indefiniteness 
of the outside accountants, yes, the Government would object. 
I don't believe it was Haskins & Sells. 

THE COURT: Maybe it wasn't. I don't say it was. 

I an just using them as an example. But you do object? 

MR. BUSH: I do object because I don't know what 
outside accountants it night have been. 

THE COURT: All right. I an afraid I am going 
to have to sustain that because we have no way of getting 
at the source. Unless you have sonething to refresh 
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j,~ r f \3 liurwit?. - cross 

the witness' recollection. 


199 A 


\ 


f'.R. JibSOFF: May I make just one more 

stab at it by puttinq it this way: 

‘Jus the stated purpose one for tax purposes or 

sore other purpose? 

MR. BUSH: Same objection, your Honor. 

be are just gettinq into the back door when you can't get 

into the front door. 

TUB COURT: Sustained. 

Anything else? 

MR. MUSOFF: Yes. 

1 you stated during your direct testimony that you \ 
received a telephone call from Mr. Nankoff requesting that 
the accounting treatment of the payments to Mr. Rosen from 
Intercontinental Hangers be changed from salaries to 

I 

loans. 

Did those instructions take any other form other 
than a telephone call? 

A Ho, not until the financial statements were 
subsequently recasted. Subsequently in 1969 we did receive 
confirmation of the loans. I am sure that we received 
confirmation for the loans as of January '69. I would 
assume we received confirmations in January '68 but I 
haven’t got the records on that. 
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jar£ 10 

o 

calnrics 
Manner? 


Tar, the 
to lo; r>s 


Hun/it 7 . - 
rrnueot to chance 
rr.de in a secret 


200A 


cross 
the treatment, from 
manner or a surrent •. ti ou- 


7 ) Did M .r. Rosen 
fact that the treatment 
from salaries to loans? 


ever ask you to hide or conceal the 
of those payments had been changed 


A 

Q 


records 


!<o. 

Did nr. Rose., ever ask you to destroy any ot the 
in your firm, either the work papers or corresponds, 


concerning the treatment of those paynents? 

A 'do. 

Q Did the records maintained by your firm clearly 
reflect that paynents had been made to Mr. Rosen by 


Intercontinental Hangers? 


A Yes. 

Q Did those records also clearly reflect that the 

treatment had been changed from salaries to loans? 


A Yes. 

n As a matter of fact, didn't the financial 

statements, the audited financial statements prepared by 
your firm indicate that payments to Mr. Rosen were 

treated as loans? 

A Yes. 
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jqrf 20 ilurwitz - crosii 201A 

MR. HUSOFF • do further questions. 

Till: COURT: Any redirect? 

HR. HUSH: Uo further questions. 

THE COURT: Thank you, Hr. William Hurwicz, 
you ~ay be excused, sir. 

(’•’itness excused. 

TI!U COURT: Ladies and gentlemen, it is not quite 
: 30 but rather than start another witness perhaps we 
r.icjht he wiser to suspend now until tomorrow mornina at 
10:00 o'clock. Go we will hope that no one will have the 
totally unexpected experience thut poor Hrs. Gibbs had 
this morning and wc will start again tomorrow morning at 
10:00 o'clock, see you then. 

(Jury left courtroom.) 

THE COURT: Incidentally, gentlemen, the record 
ought to reflect that this morning in the recess I converses 
with Mrs. Gibbs. You were in the room but I don't think you 
paid much attention, but if you did I am not sure you 
hoard what she said. Ghe v/as riding in the subway and a 
person seated next to her was unfortunately ill and 
became so over her person. They advised her to go hone 
to char.oe her clothes. She assisted this other person 
off the train to the doctor or hospital. Mrs. Gibbs 
certainly justified her delay in that. 
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‘lia 

. W .. ., 202A 

j<yf ». i. rlivcwtr. ~ cross 

2 

I return to you, Mr. Bush, Government's ilxhj bit 22 

3 

and 23 already ip. evidence. 

4 

iiow many witnesses rare does the Government have 

5 

at this present accounting? I am not trying to tie you 

6 

i 

drwr. hut I want an approximation. 

7 

I 

MR. RUSH: In light of your Honor's remonstratior.s 

8 

I think I '..’ill cut down the number. I would think it would 

9 

1 

be roughly five or so. 

io ! 

i 

Ti:n COURT: I v/ould think so. This is the kind of 

li 

tax case which ordinarily should be tried — although Derhag. 

12 

there are aood reasons why not, to an extent -- should he 

13 

tried in two days from stem to stern but be that as it 

14 

may, I v/ill see you gentlemen tomorrow morning and 

15 

we will cot started at 10:00 o'clock tomorrow morning. 

16 

(Adjourned to February 27, 1974 at 10:00 a.m. 

17 
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19 


20 


21 


22 


23 


24 


25 
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203A 


W'.rrr’) 


4 ^ TjA" nor, ^"7 at ten 


7 3 Cr. -103 


M ev; York, 0. 7. 
February 21, 1°74 


(Ir. ooon court - jur” orr-sent.) 

roun m : Ooo'l nornin™, 1 artier, and centlcnon. 

TIP. n f t°t T : "ho novornnont is cal lino as its firs 1 


"ihnoss : t~nrv .’Tninick, 


n r: *: p 


*! a i *i I r k . 


callort as a 


•witness in behalf o r the qovornnrnt, having boon 
first rtu.lv sworn, test i * lev 1 as follows: 


I J 'TM" 


•. IVC'*. 


e M r. inicl:, ploasa apeak tip so that '-’o can -ill 
nr »'ou clearly. 

"here nr« ”o u c-!Dlo"rY 1 , sir? 

T as an executive 'nth Pichmortd ’’ocorrt.ino n or- 
*■ ion. "hat is at 7 j rockefeller Plaza. 

*"* brie*’!-/, 'nit rtoos the Piclmonrt nocorc’ir.g for- 

novation f1 o? 

r ’ ■> 'if,.(?s fcord" an r1 "o rtim 1 ica t° ta^os. 
o F.y ortucation anrt traininc rto you have another 
nrrt r o r ' s i on v; •••oil? 
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A 

0 

A 

O 


Ye.' 


What is that? 

I an a lawyer. 


Are vou admitted to practice in this state, sir? 


A Yes. 

0 When were you so admitted? 

A 1034. 

o Did there come a time when you became fininciall' r 

interested in a tirm known as Progressive Drug Company? 


A Yes. 

o Roughlv when was that? 

A 1«»65. 

n Would vou relate the events .lending up to that 
particular financial interest? 

A The company was brought to mv attention as a pos¬ 
sible candidate for acquisiton and I entered into an agree¬ 
ment with the comnanv. I organized a corporation called 
Pawnee Drug f'omnanv for the purpose o r acquiring all the 
stock of Progressive Drug Comnanv from the estate of Samuel 
Stockier. 


I did not have the funds to complete the trans¬ 
action. Mr. Press and myself were partners. We borrowed 
030,000 for the deposit and then wo could not get the 
balance o e the *unds. We attempted to get them through 
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ink ’In in irk -- direct 205A. 

several companies and *innl 1'' Mr. ’loscn s» in n or tori that wo 
na’-n the r>e,il with doth Century Industries, Inc. *.?hich we 
did. T ’e an^.ionod 100 percent o r our cnershio of Pawnoe to 
P' 1 tk Pontur'' and ’lr. ^ress an' 1 I rack received 5 percent 
o r cho stock of 20th Centur”. 20th Centurv thoreupon Locn^c 
the sole ].oo percent ovnor of Progressive hrue. 

o ’’hatrolo i r any 'Ud "artin and Tan Coldnan play 
in this Dorics o r ovcnti’ 

They controlled the comoan*/. '“’hov had mathematical 
actual control, operating control, of 20th Century, and 
t’ . di.rootofl the enterprise onti.-relv. 

o '*’>->*- role i F (V' t ' did .Toseoh .thrums olav in this 

r j PS O r 

A only to advance funds to re. tt t* 1 ' 1 time that 
’’’•v-mee out up tke deposit, that in. 

o You mentioned the name M r. n os«^n. Do you sice tk-> t 
M r. '’e-en i« this courtroom here todav? 

Vos. 

■p. ,w ”: Identification conceeded. 

Approximate] w ’’ken was tk.e actual purchase h ,r 
Centur*' ufiinc the vehicle Pawnee, of Progressive 
ncco" r iishod? 

A ohe closinn "as as c f heernher, 1965 1 ut wo tool, 
oosesslon so-otire in danunrv 1066. 
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n After vou took nonsession what role if any did "ou 
T>lav in th« actual operations of Progressive? 

A M r. Press and T were employees, co-nanaaors o c the 


connanv. 

n 

A 

o 


How lone did you remain in that position? 
November, 1966. '67, I think it was. 

Would it be 1907? 


A Yes, ’07. 

o Purine the time that vou were associated with 
Proqrcssive was the defendant either an employee or an 
o r ficer of the firm? 

A No. 

o Purine this tine what if anything did he do on beha 
of the company? 

A He worked with us on cash flows and some of the 


monev thines. He worked with the financial company. 
Commercial credit Cnmoany, that was advancing funds to us 
on the accounts receivable and he helped us a creat deal. 

o When you sav he worked on the cash f low, when did 
this particular asoect of his activities take place? 

A For the first few months after we took over and 

then when the company couldn't check the losses, the company 
had losses for three or *our vears, but when we couldn't 
complete the turn around he came in and worked hard to see 
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n mr vrorVod *wr the fn.t 

nt a later period of t^ p - waS rin nin« 

«, there but not as ^ton '-’mo 
^ qr» v»as tnor<- 

a.U riqht. , . s th n oto rooul- 

n ,*«„ did ho start cor.inn 

RrltV? . hor inr,r- r T would ™° sS * 

a »-** " ct ° . 1( w „ <ua the 
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n To VOU -of the iters whicu 

_i.actino suoT>lxrr-. of 

I I „fen<lant olay m contact! 

'regressive sold? 

_ You nean customers- 

h , . -l conoany» 

To that supplied .no 

_ 4-Ur> nooole tna 

n i mean tne 

. *'-■ ......... 

* i don’t recall tn r , .. „ llT . 

, lh at -ole if any cUr * 

vno' d edqo # ; na- 

0 To voUr “ n ° ' . , that I nean 

• customers of Progressive- 

in contactin' 1 ouston . 

retail drug stores. hi , v , it h customers. 

T inn’t recall anvccntact 

A I<on v , air s ,v 

--;— TT^ that Of advising on ■> 

the ---_- 

21 nattern? financial control--. 

I -- yos, and anal-r- of rn _ 
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jqk Mai nick - direct <209A. 245 


2 

n Mhoro did that ^articular discussion take place? 


3 

A At the cn"nanv ’ s office in the Pronx . 


4 

o v?ho was nrosonf? 


5 

* Han Goldman, Martin '"•oldnan, harrv Press and 


6 

rv.’sol t. 


7 

n no vou recall whether the defendant was there or 


8 

n o ** 

* 


o 

a T don't think hp was. 


10 

o "hat vras said in that discussion? 


n 

•»". "asv ; i object to that, vour honor. 


12 

?;q ra"”"’ ; Yes, T an inclined to sustain that 


13 

cV’ ccf.i on. 


14 

■n, ~”n’ T : Your T, onor,this is an area t v ^«t T 


15 

submitted a nenorandun to vou on. 


16 

"'is nor;r , ' 7 : Yes, vou did. T have considered that 


17 

err 1 T do not thW: that the casos ”hich you cite in that 


18 

nerorar.^un arc aooosite to this urohlen. I reallv don't. 


19 

"’’is is rot t’" 1 '' t'»oe o c case that was involved in those 


20 

d-ci si ons which vou hrouoht to r ' 1 attention, all o p wMch 


21 

,->r- **-1 liar ones, v» fh« K v. T just think t l ’Ose cases *r~ 


22 

'•’ist i noui stahl e f ron t.to charges ”e h w h'»re and t'v» 


23 

-v;^n t v,,> '•ituation cen^rallv. 


24 

T »-.4 ] 1 ovolian t v *s further at so~'» later ti"'" to 


25 

• ■'«/' a<■» r r>»ir;r> ooMnrel , hut T Iv’vo thought a^oot - what you 
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have rndr-ii 

ttnd and I r^snoct^ul1y dinanrec. 

n 

A n a result n r that dinounoion at fv 

■ ' ' L v v di 

y ik. ro co-m a tine '-’>on certain cau 

R 

»>- * n'KU' 

'.-o', t••.••' run*v. of w ronro?.fjjve nruq 


Vor • 

To v.-k.or, were tkn: naynonts nado? 


210A 


,^777^ - e r .te 1 77777 nadn — fiat I nade, were 
; o] ,V. or ,~ •t Ar t5n Ooldnan, ravecl r and to ’.nrry 

-:-••r,'^77'on«"^ tv.-j ir. ntn to a nan nanod AM, . 

..v ; . 0 ,. nr , M,io # to your ?;no”J edge? 

I irUovoJto wan a n ormloyoa Q r Hangor. I 
, v . ^ nn o-">lo”oo o' “r. dannor. 

T beyond tV* o-v—i-.o tl-at von nV/nicaU 
, rso ie T^r vou ,Hr act a *«r. -.old Pinner to make addition* 

uont: 'ron fie conpanyVi c-rh orocee'ls? 


"’o V)ic, 


o -’o'.’ r'.uo’.i "«r f'.oio oarticular oavnnnts? 
a <111 a * ’-'O'-. . 

„ ,Hd f'.oso oarticular pnvnents ’onln? 

Shortly a"to»- the nontin", 
o :y, wa-., or a lute, vhat date would fiat ^ 

r\ rjr , |-r>**. L *" cl t l v ^ 

«. Pf’•ruar** or v.vv'n l r>r f. 

■ l „.,„ ,U! f-o«o ■v.rticn’ar ca<. na-nnr.t-. la, 
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T think ^ctobor nonetino. 

YU” com?: of what year? 

>*mp ’ r>: 1 f,f<. Maybe labor, I an not too 


^ i v.r, ”T>:ir !!onnr. 

o After tho cash navmonts stopped what if anythin * 


a Wo on id tho nonov by chock to oach of tho people, 

o ’Then vou snv to each o r tho peoolo, to c/hat 

oe.ople "ould these bo? 

a San Solrnan, Martin floldnan — I know Larry ho sen, 
t thin!;. 

•«»* rir|i'v. could we ask t’-c witness to ’■ oep his 


voice no. 

A I think it van Larry Meson. Mould you refresh ny 
recollection on it? 

o t rjhov vou a set of documents that, have been 
■ '••*!r’“'cd for identification collectively as Government's 
~n'-.ibit 1* and I ask. you i r you can identify those portion 

•’ocwnt"? 

t - ves. 

o ’That are they? 

Th.oy nr'* the chocks I just referred to which ro¬ 
ot need our c omor method o r oayinci out tho money. 

o • c nn vou i^entif’' those as hoinn t ^o:>i..* part i 
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1 


Mainick 


direct 




ebooks? 


A I siqnod t’-.e checks. 

r> V'i '.t is tho earliest dates on those chocks and 
5 ,.,., t j„ , v i„t date in tvwo nnrticulnr checHa? 

i . , 

A Or>eo , '\ber 2 . 

I 

n "'hat is tho earliest date? 

i\ ?\rirl noconber 15 is t''o last. 


n t.oo': at tho dates aqain, nerhans. 

nopor v.^ r 2 , lhfif> and noconher 15, '66. 


You arc 


> no i 


heconbor 22, ' ff> 


n T von other sot o* docuncnts which have 

. r , r ..^ C nli<'ot’ , vol'» as Government's Exhibits 145 ana 

- n.’: you if "Oil can identic those particular documents? 
p 'loi, those are not siqnod b” no but they were 


vi-''! b" t' 


roman'’. 


o t is the earliest date in those particular 

c '••c* - s an’ 1 what is tho last dat«? 

, t r they aro in order, January 3 3 and -ebruar” 10, 


Mn# q' ’ q • r; at this tino T would offer Government's 

’ ••hi' its 1*- and 1*5 into evidence. 

• tr> i qoqy: T have no objection. 

(Government's rxhtMts 14 and 14A received in 
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I'ninick - direct 


213 A 


evidence.) 


v r . »T,iinicV, T An go inn to leave those .with you f 


the tine beinn. 


7o whom are the checks in ^overnnont's Exhibits 


l/i and 14 made out? 

r T,arrv ^oson. 


r\ T 


'h it is the anemt of those chocks? 


A 7h „ r jrfJt three are 200 each. Pobruar- 10 is 

t.l'n. rach of the others are for $200 each. 

n Mjth the execution then of the check for Februar 

1 -ire nil o r the checks F or *200? 


Vo-,. 


17 I, 


n t v nt refresh vour recollection ns to tee 

amount n c money which was oivon to V'ie? 
v o'; t f^on. 

r pr vhon was f'e nonev which was niven to '.bio 


18 ! ^ 


iB i understand it, the monev vras intended for 


•v- # "loses and ~.vo 'brans. 

-e ntT-.’; i have no further nuestions of thi.; 


•it ness. 


rnyrr* r P ip": Mr. T’OOV. 


r r,r,-.p rVV'T*' V" TO’’ 


25 n •/ ’* n # T T, *^ r *Y ! 
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linin': - cross 214 A 2r ;' 

o *'r. TTainioh, do you maintain an office for t.u. 


3 >raot: no < < I "* • 

4 \ A Co, t ro no'-. 

. ' n .- hcn vas tho loot tine vnu maintained an office 

f> r or t Vr ‘ oracti on o r lav? 

i 

7 7 > Vw.it l? r ' r . 

n o Oin^n T'rs "on have boon ennaaed in business? 

I 

r 'fot; . 

1(l 1 e, ”o'» a'-out before 1965? 

MT > n-nt. ob-ieetion ao to relevancy as to t .o 

n i 

\2 jj M.^stion ■? aoiv- ‘ aok before l? rr .. 

. , ilnf'", T don't S' 1 ' 

j j fT’ :r> pei.-nrn, T nUltO , rvnn > ‘ • U 

14 a."' - ' no' n*■ n t 

|s T r have (in—tMiig sneci'ic in min* thnt rcl- 

» to tMn cone, -*v *on-t vc« to-t* the n„n-tion7 Even 

17 j 1 i' it roans l^Kclin^ a bit. 

lH I' o At the resent tine you sav vou are with the 

, 

19 • : v.-ond n .o jordinq, is that correct 

20 i A Yes. 

2 1 I e u Q .-lone have you been v/ith t ion? 

22 ’j *, . T5nc r ‘ ’larch, 197?. 

23 r, t,,,r or e that uiV • -horn vere you with? 

Zi y r ., nr "laid n ro( i uct s Corporation. 

25 o in l/'fr. Vat «-:a* your 'msiness before you hacare 

__»*- r- 1 • • j th. i'a”noe n ruq? 


21 ! 


•; 'OO'. 
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Hainich 


cross 


Hainich - cross 215A 251 

1 oracticcd law. I had some business interests. 
Had you been associated with Martin Coldnan prior 


to 10 0 5? 


A Ho, but I sold the corioany which I was an o^icer 
n' to O-t'i Century bach in 10 r >5 or so. 

?o that "ou knew the 20th Century people before 


rt i 1 * 


that correct? 


I had r>et then, vcs. 

And ”on had business deal inns with then? 

"’hat is rip’it, I sold then that company. 

,f ou sold then an interest: in. what, Ho’oal Crcan 


-'>1 a Co"■"•'.rv in ‘V dors - '*/ 


•n —>• tr. p’ joctio" 1 as to t v' relevancy o t 


15 s-'l- in 1°5! 


16 r"T r ' c^H^T: I nust say 1 ouito agree again. 

17 i p i nn r v; Op direct examination he has ’r. "oson 

18 v,rin«.i’vi Hin to 20 1 > Century. I want to show he had a 

19 I relationship with 20th Centura antedating the Pawnee 


20 ji si fiat: 


mpr oonnp. Hell, I missed that. 3ut if that is 
wrt *hy don't you rephrase it an f1 ”e will see "hat 


he. oners. 


T t soens to me t^e simole aMostien is i f v ou 


25 reall” "an.t to wit it. is whether or not. he had an'' busi i - 


i 
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Uainich - crorr. 216A 252 

. rnr.-rrci.m-. W th this mncsrn coll-A .10th 


'•r,;-,! ur" -Ir i''f to — 


’1^. ,J G ju 


st admitted that and that in where 


1 jr. noir/l 


T ,. r roU T,rn : I aoolonizo. In that v;hat you said 


• O 1 r ' 


15 1 


„„ r MTrv„ rS: Yes, bnc' in 1055 T ’.ms instrumental 

r.us^n ?. oo-anary T va* connected with callod Roval 

_ 'Umr'- 'Trt; Jersov to 2?th 

a 'ola -’ottlin" Company o r war ., c” i 

■ t.ur- Tr,riustries at t>at tine. 

7 , n . rou—• hid the doldmann have anythin? to do 

. o.,. tnr- ot t'"i th '-, i r -'OM ’'now? 


iy ••IMT'OO , '* r\ * 


did? 


„. tr ..p-rcic. vos, they wore head of the conuanv. 
... lca ., L t h3 e ath.-, r was. I never not the son before. 

All rie^t. 
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Hainick - cross 


217 A 253 


q jn 1965 you say you became aware of Progressive 


Drug, is that correct? 


21 

22 


' v< 


q you became aware of the fact that Progressive Drug 


was for sale? 

A Yes. 


o That it had been sustaining financial losses, is 


that correct? 


A Yes, 


q And you 
that correct? 


A Yes. 


endeavored to purchase that company, is 


<2 And with whom? 

A Larry Press. 

q Lawrence Press? 


A Yes. 


0 And you had been in business with Mr. Press prior 


to that? 


A Well, we were both connected with a music company 


before that. 


0 You had not been, neither one of you had been, m 


the drug business before, 


A No. 


q Is that correct? 
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218A 

wc 2 Hainick - cross 

A Yes. 

0 When v'as Pawnee Drug founded? 

A In 19G5. 

Q Was that created for the purpose of purchasing the 

stock in Progressive Drug? 

A Yes. 

0 Did you have the money at that time to do it? 

A Mo. 

Q And you borrowed the money from somebody else? 

A Yes. 

Q Did there come a time eventually when you contacted 

,'Ir. i'.osen to see if he could secure somebody to put up the 
rest of the money to complete the deal? 

A Yes. 

Q Did he then contact these people that you had 
known before, the Goldmans? 

A First contacted other people and the deal 
couldn't have gone through -- 

Q And then he contacted Twentieth Century? 

l 

A Then he told me he was going to contact Twentieth 

Century. 

Q And you knew these people? 

A I knew tne people, but he knew them better. 

0 Eventually the deal v/as put through v’heroby 

SOUTHERN OISTRtCT COURT RFfOPTERS. U.S. COURTHOUSE 
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Hainick - cross 


219A 


Twentieth Century purchased all the stock in Pawnee, is 


that correct? 


A That's right. 

g Who were the officers of Pawnee? 

A Mr. Press and myself, I believe Mr. Rosen but I an 


not sure 


Q Was he an officer or director if you remember? 

A I don't recall. 

Q Did there come a time when after Twentieth Century 
had taken over you were an officer of Progressive Drug? 

A No, I don't think so. 

g were you an officer of Twentieth Century? 


Q what was your function with Progressive Drug? 

A I was one of the two managers, co-general managers 

Q ..ltd both you and Mr. Tress were the co-general 

managers? 

A That's right. 

Q Was there somebody else, an officer of the 
company, the functional head, I mean the ostensible head as 
president of the company? 

A Martin Goldman. 

0 Was president, is that correct? 

A I think so. 
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Hainick - cross 


220A 


You were an employee, is that correct? 


And you drew a salary? 


Yes. 


n Did Mr. Press? 


Yes. 


a m addition to that, you say that you and Hr. 
ProsTand others..includim, Martin_Gold m an_and Jao^oWnan 
and, as you say, Mr. Rosen an,) - was there anybo dy else 
who "received' this sum of 5100 a week for expenses? 

A By check? 

n 12y cash. 

I never said Mr. Posen rccerved_^t. I qave it to 

Abie. 

Q you don't know whether Mr. Rosen ever got the 

moneys or not, is that so? 

A I don't know. 

Q ~l!ainick, what part of the business did you 

participate in an the co-mananer of Progressive? 

A Mostly the financial and accounts receivable, 

payable, customers, accounts. 

q What did Mr. Press? 

\ Sa?u5, discount operations. 

o Did there cone, any tine when you met with Mr. 
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llainick - cross 


221A 


257 


2 

Rosen to discuss any of the financial problems? 


3 

A Yes. 


4 

O other than meeting him in the plant, did you have 


5 

any meetings with hj.m outside? 


6 

A I don't recall, but I seem to remember that we 


7 

had a number of dinners together. 


8 

0 Dinners together. 


c* 

A Yes. 


10 

0 On those occasions did Mr. Rosen pay the check? 


11 

A I don't remember. I didn't pay. 


12 

Q You didn't pay. Was there any discussion within 


13 

Proarcssive Druq about the securing additional lines for 


14 

distribution to the various drua stores? 


15 

A I don't recall it. 


16 

Q Specifically was there any discussion within there 


17 

in which you may have participated concerning getting in 


18 

Doctor Denton, you know, the baby clothing, night clothing 

* 


19 

or anything? 


20 

A Oh, yes. 

1 


21 

Q Did Mr. Rosen participate in that? 

• 


22 

A Yes. 


23 

O Did Mr. Rosen report to you as one of the co¬ 


7A 

managers of the efforts that he was making to secure the 


25 

Doctor Denton people as people that would supply you so you 



SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
FOLEY SOUART, NEW YORK, N.Y. CO 7-4SK0 





wc 6 


Hainick - cross 


222 a: 


could distribute to the various stores? 


A I don't remember this thing clearly, but there wai 


some talk. 


14 I 


o Mow about the situation of securing a line of 
candy for distribution to various retail establishments? 

A I don't recall that at all. 

o YOU don't recall that at all. Did you ever meet 

a man by the name of Monroe Cohen? 

A I don't remember the name. 

0 A candy distributor from Plainview, Long Island? 

A I don't remember the name. 

O And you have no recollection of that. 

A Hone at all. 

o Do you remember the occasions on one or two times 
where you had given an envelope to this man Abie from Mr. 


danger ? 


A I am not sure. I think I gave it to him, but I am 


not too sure. 


o Do you know what was in the e nvelope yo u gave 


him? 


: loney. 


Do you know how much money? 

It would be $200. 

Ho you v now what Abio did with the money? 
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A No, I don 1 1. 

o Do you know whether or not i t went to Mr. Hanger 
tor reimbursement of expon.es incurred by »» bch,lf 

of Progressive Drug? 


6 ! 

A 

I don't know. 


Q 

You don't know what happened. 

; c’ |l 

A 

ilo. 

9 

0 

Did you ever go to Chicago, Illinois, with Mr. 

10 

Rosen on 

behalf of Progressive Drug? 

U 

A 

I don't recall. 

1 

12 I 

Q 

Did you ever go there to see the Pritchards? 

13 

A 

I didn't hear the question, sir. 

14 

0 

Do you know anybody by the name of Pritchard 

lo 

Chicago? 


16 

A 

Pritzger? 

17 

Q 

Pritzger. 

18 

f 
• l 

Yes. 


o Did you go to Chicago with Hr. Rosen on behalf of 

Progressive Drug? 

A I don’t remember. 

q Do you know whether or not Mr. Rosen v/ent t c 

Chicago -- 

A I don't know. 

q — on behalf of Progressive Drug? 
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Hainick - cross 


224a: 


a :io. 


3 | nu. Hor.Y: Your Honor, nay I have just a moment t 0 

4 | confer with my co-counsel on this. 

s mi in COURT: Yes. 

6 (Pause) 

, A nr. Hainick, during the time you were there and 

, I tha tinc that Twentieth Century was still in management 
3 or control of "regressive Drug, did there come a time when 

.0 f there was additional financing needed in Progressive Drug? 

|| 

11 | A Yes * 

12 | 0 do you know a man by the name of Cappy? Did you 

13 have a friend by the name of Cappy? 

14 | A ! don't remember the name. 

15 j! Q do you know whether or not a man by the name of 

1G cappy and Hr. Posen wert to Chicago to meet a firm out in 

,7 the Eguibb Building there, to secure additional financing? 

18 a I don’t remember. 

, 9 q could I refresh your recollection as to the fact 

20 i that the man's name miqht be Cappy Rosenblum? 

21 ' a :io. 

22 i q You don't recall that. 

23 I \ Hot now. I don't remember it now. 

I MB . hofY: 1 have no further questions. 

25 ;! Yiir COURT: Any redirect, Hr. Bush? 


10 
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Hainick - rediroct 
MR. BUSH: Yos, I have some. 


225 A’ 


REDIRECT EXAMIMATIOM 
3Y MR. BUSH: 

q Mr. Hainick, those cash payments that were given 
to Abie, v.’ore these drawn up to compensate Abie or any 
other person for travel and entertainment expenses? 

A Mot to my knowledge. 

q These checks that are in front of you . «r- liaini::k ’ 
that were made out to the order of Mr. Rosen, were these 
drawn up to compensate Mr. Rosen fo r tr a vel or entertainment 

expenses? 

A They could be said t o be tha t, yes. 

q Excuse me? 

A I suppose they were. 

q What expenses would those have been, Mr. Hainick? 

A I don’t know. 

Q Excuse me? 

A I do not know. 

q Did you ever see any substantiation for those 

particular expenses? 

A I don't recall seeing them, no. 

Q To your knowledge was any substantiation of any 

form over supplied to Progressive Drug Company for those 
particular expenses? 


LJ 
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Hainick - redirect 


226 A. 


A I don't remember any of them. I don't think they 

v/cre submitted. 

0 Turning your attention to the Doctor Denton 
product lines, when If you recall did you discuss this 

| with the defendant? 

| 

i I don't know. I don’t recall. 

Q no you recall ever discussing it with him? 

A Oh, yes. 

; 0 over what period of time did these discussions 

occur; do you recall that? 

|j A i can't tell. The deal aborted, it never reallv 

11 

j not off the qround, so I don't remember. 


Q Did the discussions last a week, two weeks, a 


month? 


A I would say throe or four weeks. 

q DO you recall the defendant attempting to bring 
any product line beyond this Doctor Denton into the company? 


A No. 


q During your direct testimony you mentioned the 

name Pritzgcr, 1 believe it is? 

A Pritzgcr, P-r-i-t-t-g-c-r. I think that is the 

v/ay he spells his name. 

O Whac is that gentleman's first name? 

A 1 don't know. 
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Hainick - redirect 


227A 


263 


2 

Q What does he do, or what did he do back in 1966? 


3 

A He acquires and sells companies by the dozen. 


4 

0 Did he have any products that night be held or whic 

1 

5 

might have been sold by Progressive Drug Company? 


6 

A I don't know about products. He might have sold 


7 

companies, had companies for sale. He usually did. 


8 

Q What if any discussion would have occurred 


o 

%/ 

between Mr. Rosen and him, to your knowledge, concerning 


10 

Progressive? 


11 

A I have no recollection of that at all. 


12 

MR. BUSH: I have no further questions. 


13 

THE COURT: Thank you, Mr. Hainick. You may be 


14 

excused. 


15 

(Witness excused) 


16 

MR. BUSH: The Government would call as its next 


17 

witness a Benjamin Malbe. 


18 



19 

B K M J A !l I 11 MALBE, called as a witness in 

• 


20 

I 

behalf of the Government, being first duly sworn. 


21 

testified as follows: 


22 

• DIRECT EXAMI»^TIO!l 

( 


23 

BY MR. BUSH: 


24 

0 By v/hon are you employed, Mr. Malbe? 


25 

A The Bureau of Supplies, Board of Educatior. 

! 



i 
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Malbe - direct 


2 

3 

4 

5 

6 

I 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


- - 228A. 2G4 

TUT. COURT: I am sorry, Mr. Malbe, I could not 

hear that, and I suspect -- 

THE WITNESS: The Bureau of Supplies of the Board 

of Education. 

THE COURT: The Bureau of Supplies? 

THE WITNESS: Of the Board of Education. 

THE COURT: Of the City of New York? 

THE WITNESS: City of Now York. 

THE COURT: Thank vou. 

Q Mr. Malbe, you are going to have to speak up so 
that, all of the jurors and everybody else in the courtroom 
as well can hear you. 

A I will. 

q was there a time when you worked for a firm known 
as the Progressive Nrug Company? 

A Yes. 

o Roughly when did you begin to work for that firm? 
A I believe in 1931. 

Q llow long did you work there? 

A Thirty-seven years. 

Q Beginning with vour earliest position or 

positions, what role did you play in that firm? 

, A The position I started in? 

o The position vou started with, right. 
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Maibe - direct 

2 

A 

I was a pricer, commonly known as a billing clerk. 

3 

O 

Following that, what position or positions did you 

4 j 

hold? 


5 | 

A 

Then I became a buyer. 


O 

And after that? 

7 

A 

A sales manager. 


O 

When did vou become sales manager? 


TV 

/ k 

Oh, it could be, I don't recall, maybe eight, 

10 

nine years later. 

11 

Q 

by way of a date, roughly when would that have 

12 

been? 


13 

A 

1939 or 1939, somovheres around there. 

14 

o 

i 

How long did you remain the sales manager of 

15 

' Progressive? 

16 

i 

A 

All the time up until the time they went out of 

17 

business 

• 

18 

0 

Was there a period when you were named as president 

19 

1 

of the conpany? 

1 

20 

A 

Yes. When the new people took it over, Mr. 

21 

Hainick 

1 

and Mr. Press. 

22 

1 

! « 

Roughly when was that? 

23 

A 

1965, I believe, the firm was purchased. 

1“ 

O 

Who owned the firm before that date? 

p 

« 

i 

Hog your pardon? 

4 

1 Q 

f 

l 

t 

! 

i 

Who owned Progressive prior to the time Hainick 
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wc 14 Maibo - direct 230 A. 

and Press took it over? 

A Well, Mr. Samuel Steckler. 

o During the time you were president what was your 
function in the company? 

A I was general sales manager and also did a lot 
of buying and oversaw buying of two other buyers. 

O Would rfou describe first what the sales manager 
for Progressive did during 1966, or acting in that capacity? 

A I oversaw the sales of the salesmen; you had 
charge of all the salesmen, you had charge of all their, 
what we call commonly, PM's, their promotional moneys, and 
they also did a lot of buying with that with the larger 

companies that we did business with. 

Q What did your role as supervising this buying 

encompass during 1966? 

A I don't know if I follow the question. 

q in your role as buyer or supervisor of buyers, 

what did you do? 

A Well, we had two other buyers, which they bought 
regular merchandise. If there was any question of whether 
they had to buy deals and so on, they had to have mv 
permission as to the amount of deals they could purchase. 

q Whom did you contact in your role as a buyer, 
what type of firms? 
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we 1, 


A Oh, they could range anywhere from all of then, 
Bristol-Myers, Tfizer, all the companies that we did a 
volume of business with, Richardson-Merrell, Parke-Davis, 
Warner-Lambert. You could go on to practically all of them. 
The regular buyers, when it cane to just buying regular 
merchandise, they didn't need ny permission. But if some 
company would come in with some deal or other, you know, 
they would say, 'Should wt_ buy fifty, a hundred, 150," or 
what we think wo could sell, our salesmen could sell, and 
it was my function to OK that. 

O Who were the regular buyers? 

A Their names? 

Q Their names. 

A One was Mat Schwartz and the other one was Joseph 

Klugermnn. 

Q Do you know who a Larry Posen is? 

A !Jo, I do not. 

Q bid you ever see him at Progressive? 

A I saw him, but I've never spoken to him or had 
ar.y conversations with him. 

Q Is the man that you saw on the premises of 
Progressive Drug Company in this courtroom here today? 

A I don't know. 

0 Was there a time when you knew of a man called 
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barry P.osen being on the premises of Pte^-essive, 

just -^:^ W somebody w- he is an. he set.. 

-Ue]l, bo's Larry Rosen." 

, hin<1 to your knowledge, did he do in 

q What if anything, to y 

the area of buying for Progressive? 

nothing whatsoever, to mv knowledge. 1 have no 

1 knowledge of him doing any buying whatsoever. 

0 paring 1966 and 1967. to your knowledge, was any 

buying for the firm of Progressive done in areas which.u 
vould not know about? 

7 ,. Press or Mr. IlainicV could 
^ It could have been. • 

• i ■_h i Vnew nothing about. ihe^ 

have bought merchandise whi ■ ... thev 

mn <-r»ll me about it, but * Y 
didn’t ask my permission or e - 

| could have. 

1 Q mg your knowledge, were any new produet lines 

16 f added to the company during 1966 or 1967? 

, l A well, it all depends what you mean by new pro uc 

» j lines. If Bristol-Myers came out with a new item, our 
1 buyers would take care of that. 

„ ! 0 id Progressive begin doing business with 

I ■ \ a rami- done business prior to 

u i manufacturers with whom it « 


19 I'. 


Zi 


19CG? 


nnswer, because so many 
That is a hard question to answer. 


tAiitMr P..T..CV COJRT «^TC«s. ^. cousthou^ 
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new items come on the drug market that a new manufacturer 

could have come out with an item. 

0 [lore specifically, to your knowledge did 
Progressive have any contact with or do any buying from an 

outfit known as Doctor Denton? 

A Not to my knowledge, sir. I never heard of them. 

q To your knowledge, did Progressive ever do any 
business with or have any contact with a candy distributor 
in Plainview, Long Island, by the name of Monroe Cohen? 

A Never heard of him. 

q what if anything did this gentleman known to vou 
as Larry Rosen do in behalf of or in the area of selling 

of Progressive during 1966 and 1967? 

A Nothing that I am aware of. Absolutely nothinn 

that I am av/are of. 

o To your knowledge, what it any expenses did he 

have or incur while working on behalf of Progressive Drug! 

A Nothing that I am aware of. 

MR. BUSH: I have no further questions of this 


witness. 


THi: CO^RT: Mr. Hoe^ 


CROSS EXAMINATION 


UY MR, HOLY: 


o »«r. Malbe. you say you were made president of 
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I Progressive DriKj in 1966. I 

A wen, if. either >«S or ■ 66 . I don’t recali the 

J exact date. 1 was made president when Hr. Hainic* and Mr. 

| Press took over the business. j 

. q That is right. To whom did you report as the 

; | president of Progressive Drue? 

0 I /v Nobody. I 

9 I q Nobody? I 

” 'j q you made all the decisions of Progressive "rug? j 

AC- buvinq v/as concerned. 

12 ' A well, the decisions as far a, buyinq 

13 Nothin? else. 

u j w Did you have charqe of the buvinq of the sun.lry 

I 

! 

15 | items? 

]6 | A some of then, not all of them. 

17 o No t all of then. 

18 -lot all. 

„ I o Was there any expansion of the items, sundry 

* I items, by Progressive Drug buying during the year 1966, 

21 f \ well. When you use the word "expansron. it 

snvthing A new sundry item may have come out 
21 I door.n t mean anyt.unq. 

a at that tine and we may have purchased it. 

21 0 you don't have any independent recollection of 

2 f, j any expansion of items being purchased? 


C.T..CT 

rotfY *OU*«C. Ht* VOKK. N Y. C0 7-4.M 
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A No, not an expansion, to use that word, no. 
q Do you know of any new product lines that were 
purchased or taken on by Progressive Drug during 1966? 

A Not to my knowledge. 

q Were you privy to any meetings considering the 
adoption of any new product lines during 1966? 

A while f'.r. Hainick and Mr. Press were 

q Yes. 

A No. 

q do you know whether or not there was a search on 
by either Hainick, Press, or anybody else for additional 
lines to be taken over by Progressive Drug during 1966? 

A There may have been, but not to my knowledge. 

Q Not to your knowledge. 


You don't know anything about it? 

They didn't ask my advice. 

?1P.. HOFY: I have no further questions. 

,r HF. COURT: Anything further, Mr. Dush? 

MR. DUFII: One or two further questions, your 


Honor. 


RF DIRECT F. \X 1 IN AT I ON 


DY MR. PUSH: 


As far as sundry items go, Mr. Malbe, who did the 
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buy ing of those items at Progressive during 1966 and 19672 
A neU( I did some and Mr. Klugeman also did some 


of it. 


0 would it be fair to state that either you did the 
purchasing of those items or individuals under your super- 


vision? 


, Either i did it or buyers under my supervision? 

MR. BUSH: Your Honor, I am not sure, given the 

4 -h-it wo hoard the last response, 
shuffling of the papers, the 

could I ask the reporter to read it back. 

Tin: COURT: Yes. 

(Question and answer road) 

q would you complete your answer. 

Did it. 

MR. BUSII: Ho further questions. 

Rl'.CROSS r.MVUHATIOH 
BY HR. nor.Y: 

Q ny thejwav, do you know whether either Mr^lhress 

or Mr. Hainick had anything to do with the «P» n! ; lon °* thC 
j nnes of Progressive Prug during the period they were there 

in I960? 

A If they did. sir, it was without acknowledge. 

0 no you know whether or not they started to 

i.u.4. *hev held thon to 

.1 implement any of their discussions that V 


roLSv »qua*c. hi* vornt. h.t. 
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take on additional lines during 1966? 


237a: 


27 2a 


I do not. They nover asked ny opinion about it 


a • 

4 | or advice. 


MR. IIOKY: Fine. 


TIIE COURT: Thank you, Mr. Malbe. You may 


excused, sir 


(VJitncs; 


excused) 


MR. BUSH: The 


witness Benjamin Goldfinger. 


^ Government calls as its next 


south'*- USW.CT court *"»«'**. ^ 7 C °, , 0 "™° 0kt 

FOLE 6 ? O J ARE, WE* TONE.. N.T. CO 
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r , J ^ M x y 0 o L n F I *J 0 H », called 

n: . n vitnosn in hchal r o r tho novernnont, bavin? boon 
fjrnt duly r.worn, tontilled an follows: 

--■ >-. -■.« 


R li 

I 

9 I 

10 
11 
12 

13 

14 

15 
10 

17 

18 

19 

20 
21 
22 
23 
21 
25 


"r. r -nlo r in f ’ 01 ', 3 an oo.ino to an’- you to s"*’ 1 
loii rrv and as clearly ar, you can no vie can all near \'<>u 
V.om old arc you, sir? 




71. 


’ ic’-.’n an 


'•’as thorn a tino v/’.jon vou ’-foro 
f « 1(! p ro ,, r ^r.nive nruq rooonnv? 


onolovod by a f i n. ■ 


n 


t.TUon y«vi fir r »t ho or;ilogos ' 7 

oh, t v.-an with tho firm a’out 4 0 voars. 

»u,f* n did "onho r *in vorhino Procrns.ii 'c 

^ hounh 1 •' about 1030. 

o "hat non ition or oosition* did vou bold initially 

.. t. • f’^ri co-’oanv? 

Ori«!ii«Uv ’■.ooW.eooor .in.-, tlnn credit naniq-r and 

*•• -n controller and vicc-nre-.idont. 

r\ M>n did you *ir st Njemn t^ controller tNa 

o r tho oonoany? 

- '.tviroxia.Th'l'' lori. 

„ ..lid -mu rctinin env roller of tho r,... v..v? 
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2 

A 

Until 196H at which tine I resigned tc retire. 

3 

n 

1 'hen did von becone a vice-president of the company'’ 

4 

A 

t became vice-nrosident about 1964 and resigned 

5 

->r, vice-oresidcnt of 1965. I again became vice- 

i 

6 

»^r;q \rl op t 

aooroxinatoly October of '67 until my retirement 

7 

in lor,?. 


8 

o 

Tn the earlv 1960's hy whom was Progressive owned? 

9 

.• V 

Progressive was a corporation and it had two 

10 

toe ••holders, Samuel P. Stockier and his wife, Stella 

11 

r locMor. 


12 . 

n 

hid. there come a time when the co^many was sold 

13 

*;<- n*', O’T^" 

c i t ’to’ r as n awnoe r>ruo Oonaany? 

(5 

14 

* 

Y«S. 

15 

n 

Pcunhl” 'hon ”as that? 

16 


»-t. - heoembor , 196 5. 

17 


- 0 i lo’vinm ths>t sale, l take it f ros what ”on 

18 

j i * '* *■% ^<P\ 

r <~ ’mu v a— 'aimed a r controller? 

19 

1 

i 

Y~.c\' at t*'at ti’-'o I resinned as vice-president 

20 

^ i 

nod as controller. 

21 


Throunhout the time the comnanv ’’as owned bv 

22 

n,-%* — - ^ ••on c^r*rol!cr o* it? 

23 


Vp- . 

24 

o 

'■’ho, 4 r Mprjr’* T ’a ’ ai ok - ’ 

25 

s\ 

K 

Mp nr ,. Malnim’’ v'’ running Progressive irug Poena tv*. 


1 

i 

» 

i_ 
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2 

3 

4 

5 

6 


9 

10 
11 
12 

13 

14 

15 
1G 
17 




lft 

19 

31 S' 

r 

I) 

21 
*>") 

23 

24 

25 


!'e was the chief executive officer. lie became chief 
executive officer ’/hen r> .r*nee took ownership in December of 


.). 


”o" lorn did ho remain with Progressive? Roughly 


• w . t i s. 


T e r*’'ained ’./it/' Progressive until December of 


/ . 


e hi’, there core a tine '»hen Henry TT ainick or some 


other individual associated "if!: Progressive asked you to 


y.lcirje money in envelopes so that it could be distributed? 
n Yes. 

"> Vviro::v".t•>1” :hon did this occur? 

Y "ho early o c 1^55, _ npprnvi -~i r c 1 y ’n'i mw y . 

o Roughly ho” lone did vou continue with this nrac- 

'• j 

’ Mntil the latter part of lO^f, aooro::.iuately Rctobo 

of ' r <". 

n ’’here did the cash, cone from which was placed 
intc th. -sa envelopes? 

"rom ca-h receipts for COD collections or cash 

p kftnr "ou had nlncod the cash in the envelopes to 
whom di ’ you 'jivo yh*■ envelopes? 

t’suallw to hr. Painich. 


SOUTMCRN OiSTRICT COURT REPORTERS, U.S. COURT HOUSE 
EOLEV SCUARE. MCW YORK, N.V. CO 7-4SE0 









1 

2 

3 

4 

5 

6 


10 

11 

12 

13 

14 

15 

16 

17 

18 
13 
20 
21 
22 

23 

24 

25 


hn::'! 
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has there any other individual or individuals 


to v.-lion '/ou gave thon? 


on occasion;? to M r. Press and on tv/o or thcce 


oecaHonr. to a messenger, a messenger from *!r. Hanger, I 
orosune, known as Abie. 

nid you 'toon a record of the amounts distributed 


ir. this fashion? 


I did. 


0 Incidentally, orior to these cash distributions 
a out ’..’rich v:e have been talking in the entire tire you were 
at Progressive had such cast distributions ever been made 

'• .for-? 


"o. 


I shov/ you a document which has been narked 
for identification as Government's Exhibit 1^ and I ash .you 
i r ycu can j hentify that particular document? 

A Vos. I prepared that. 

•"> ’-’hat is that? 


’’’hat is a list of the cash along with the dates 
an' the amounts that was inserted in an envelope and goner- 
all” turned over **r. Painick. 


G ''.'an this the cash about which we have just been 
tall; inn? 


’-s. 


southern oisthict coupt reporters. u.s. courthouse 
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1 
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1 
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2 

o "hat is the first date for such a distribution? 

3 

A Februarv d, 10f>f. 

•1 

n \*]ion did the regular distribution of this nature 

5 

or this tvoe stoo? 

6 1 

' December 22, 1 ° 6 5 • 

1 

7 

o "hen nrior to Docenber 22, lOPfi was the last 

» j 

orevio’.’s distribution? 

1 

s 

a 'lovcnbor 21. 

10 

no t uiAert: At this tine T v:ould o r fer Government 

11 

Hxhibit 15 into evidence. 

12 

»ir> gooy; '’av T iust ask one nucstion on this? 

13 

"OIF nrr -F-tr-^Tn- 

14 

n\r • »n T • 

15 

o Thin apparently con^s from a looseleaf book, i> 

16 

that correct? 

17 

A nhat is correct. 

18 

n xt iq not a bound book but a looseleaf booh? 

19 

i * Yos - 

20 

r.-qr- objection as to any further questions 

21 

• 

a-o.nn this line as imnrooer voir dire. 

22 

rnip- por r 'T: T can't be certain that is so. 

23 

n bhore is the original of this? This is only a 

2i 

V'nlOCOav. 

25 

» xt v.onld bo ’fith the books of the company. 

i 


r 

i; 
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1 
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2 

n 

With the books the oomnany? 

3 

A 

Yes. 

4 

o 

And von haven't seen it recently? 

5 

i \ 

t-» 

p 

a* 

i 

i 

6 

o 

The original books or papers fron which this was 

7 

T ^ ,*7 r\ 9 


ft 

\ 

The last tine I cav; it -- 

9 

n 

It was ho'-? Iona aqo timewise? 

10 


ion. 

11 

n 

And this is an accurate renresontation? 

12 

A 

s’hat is nv writing, exactly. 

13 


■*h. EOGY: '[ have no objection. 

14 


(Government Exhl 1 it 15 received in evidence.) 

15 

—* T r* r-» —» 

> L v . 

*!A’ r I*WTIO'T rs-npyinn 

16 

■>»» **n 

” ^T* . 

17 

o 

*!r. holdf inner, I an going to leave Government's 

18 

1 

{ "xhihit 

It with '»ou r or the tine be.inn. 

W i 

| 

i 

I want you to nlance at Government's Exhibit 15 

20 

1 

-> 1tell 

ne aoorox.inatelv ho 1 ' renular these cash payments 

21 

• • ^ *• r* 

| -* 


22 

i 

•n ( ttot"’: I obi^ct to that, t’^e exhibit sneaks r or 

23 

itself. 


24 


Ti'E GOT.: r 'T* I would he inclined to agree, nar- 

25 

1 \ r;v 1 "i r 1 

v c >t this noint. *’r. hush. "e have had the tc.-'tinonv 


1 

Li_ 
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Of a number o' ncople on this. You can circulate this to the 


i ".r” , i r ”ou wish. 

mt>. rush: T will at the tine we finish the direct, 
roc^n• Pair enough. 

o other than thin document was there nnv record 
n * «-'• -i disbursements of this can' 1 ? 

*Y». 

e was the disbursement of this nonev ultimately 

treated on the boohs of Progressive? 

a The accountant: ar-marr 1 ^ an entry charging 5t 


t q travel?in" and 


exoons.es - 


^ than en*-r" so nremared? 

, 1 att^r of 19f r . 

a incidentally. vdwt is the total ton of money no 


r T i r\ t r ’ K ut ed. ? 


SI ft,17 ri . 


20 j! 

21 i 


22 


o nid there come a time when these particular cash 
Mi—'ents were concerted i~to payment by chock? 

V s.. 

o bough 1'* when did this occur? 

1 believe in January of *«7 or necomtor of ’6C. 
e I s*io’-/ you a document which ban been intio 
,-., c into evidence an Covornnent • n bxhibit 11 and iHl'ri' 
_„. oon n document -Meb bar. been introduced into evidence 
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job 

an Government Fxhibit 14A, and I ask you if you can identify 
the items aooearinc' in those t "0 exhibits? 

A Yes. 

o T7 hat are thev? 

A Those are checks that wore prepared, becember 2, 
ID— to roundly February of 19f>7. 

P Ho:-/ can you identify those particular documents? 

A My sionaturo appears on the checks. 

n '’hat if any documents did Progressive have to sub- 

* • 

stantiato the expenditures o* these cash payments as travel 
and entertainment expenses? 

"ore. 

e ’o vour Vno«»ledcfe r v/ere any documents ever sub¬ 

mitted to the corporation to so substantiate these expend¬ 
itures? 

A "o, not to my knowledge. 

0 Turnina vour attention to the pavments by clicc':, 
••‘.at i r an - ' documents did the company have to substantiate 
these expenditures as travel and entertainment expenses? 
Mono. 

o rn o ''our bno’^ledoe, "ore documents of t’’. nature 
ever submitted to the company? 

A. *!ot to T, .v bnowlodae. 

o ’•p'o wonl 1 have received such documents if they hr 1 

SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
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• ...od durirn or 1™7 or the period o' tine 

•.,^11 nunnu-tcct aur i nq 


., ou ,,crc there in l n Gd? 
T. T oould have. 


t 4 -'-,^ mart. I would like 
Me. ’’it' 1 loaVC> of ta C 

* | t „ ,. v/ , f- 5- loo* ,t the chocks and the notebook. 1* I 

, | startin'! -.-1th the notebook 1th 1««* «•*" ° n " 

, I , n .- t o Chock* 1th juror nuhher seven. 

. rpt*o core”: All riqht. 

| .,„ s„c„. I have no further questions of Ur. 

in i • v 


n ii 


"ol C r inpor• 


(r.iuno.) 


T ,. ^Unned nv attention 1-ut r ^' u ' ! 

. „ 0 „. n p,. direct just for n nonent. 

• t.»i •- ^ C . t-O <> ’ - 1 ** 

- * j * * 

fr.it" coir?T: All ri<jht» 

.V ■«,! .*»» like me to do that now while 

cv-'-iiniro t v 'er.e documents? 

.• ^ .v-«• in examinin' *- 

c o,;nT: I would suqqest that we ouqht to let 

t .. 0 ,„ r ., sec these papers without interruption. 

(Pause.) 


21 i! 

H 

22 |! 
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2 
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247 A 

FURTHER DIRECT EXAMINATION 


3 

BY MR. BUSH: 


4 

0 Mr. Goldfinger, did there come a time when you met 


5 

a man known as Larry Rosen? 


6 

7 

A Well, I've known of Mr. Rosen. I don't think I 


was ever introduced to him, but T know him “ 

■ 

8 

Q Is he here in this courtroom today? 


3 

A Yes. 


10 

Q Would you point him out to the members of the 


11 

jury? 


12 

MR. HOEY: Identification conceded. 


13 

0 What if anything did ho do in behalf of 


14 

Progressive Drug Company during 1966 and 1967? 


15 

A To my knowledge, I don't know. 


16 

o To your knowledge, did he incur any expenses in 


17 

relationship to doing anything in behalf of Progressive Drug 


18 

Company? 


19 

A Not as far as - know. 


20 i 

Q Have you ever heard of a Cappy Rosenblum? 


21 

» 

A No. 

0 To your knowledge, did the defendant participate 


23 

in any way in attempting to arrange financing from a Chicago 


24 

financial institution for Progressive Drug Company? 


25 

1 

A Not to my knowledge. 


i 1 

Li 
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wc 
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Have you ever heard of a Mr. Pritzger? I believe 


2 

3 

4 

5 
0 

7 

8 

10 


*1 ! 
12 

13 

14 
1ft 


it is spelled P-r-i-t-z-g-e-r. 

A No. 

Q To your knowledge, did the defendant ever contact 
such a person on behalf of Progressive Drug Company? 

A Not to my knowledge. 

O I show you Government's Exhibit 14A, and I note 
that all of the checks there appear to be in the amount of 
$200, with the exception of the check dated February 10, 
which is in the amount of $400. Do you know the reason for 
the change in dollar amount? 

A I don't know the reason for it, but there's a 
possibility that this last one is dated two weeks beyond the 
previous one, so it may be double payment. 

■IP.. UUSII: Thank you. No further questions. 

C P.0 S S - L X AM I:: AT I ON 



3Y MR. HOLY: 

Q Mr. Goldfinger, from whom did you take your 
instructions to have the checks drawn which are Government's 
Exhibit 14 and 14A? 

Henry Hainick. 

Q lie v/as the man that was in charge of the 
administration of the office, is that correct? 

A That's correct. 





1 

2 

3 

4 

5 

6 

7 

8 

11 
.9 

10 

n 

12 

13 

14 


wc 

Q 

A 

Q 

A 

Q 

business 

A 

Q 

and Mr. 

A 

0 

finaneia 
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He was in charge of the financial arrangements? 

He was the chief executive officer, yes. 

And you were just following instructions from him? 
That's correct. 

No matter what he told you to do in regard to the 
, you would carry out what he said; is that correct? 
That's correct. 

What function did Mr. Maibe have after Mr. Press 
llainick came in? 

He was president and sales manager. 

Did he have any real function in regard to the 
1 operation of the company? 

No. 


15 


16 

17 

18 

19 

20 
21 
22 

23 

24 


25 


He was just actually given the title of president 
and acced as sales manager. 

A That's correct. 

° Is that correct? 

A That's correct. 

0 His functions had not changed from the time prior 

to the taking over of Progressive by Pawnee Drug; is that 
correct? 

A Well, at the time Pawnee took it over ho became 
president. Prior to that ho was vice-president. 

° Vice-president .and sales manager? 



SOUT HERK DISTRICT COURT REPORTERS, U.S. COURTHOUSE 
POLEV SQUARE, NEW YORK. N.Y. CO 7-4SS0 







WC Gold finger - cross oat; 

250a: 

A And sales manager. 

o lie still maintained his function as sales manager, 

is that correct? 

A That's correct. 

0 Dut Mr. Hainick was the chief executive officer 

and ran the administration, is that correct? 

A Mr. Hainick or Mr. Tress made decisions, made all 

decisions. 

Q They were the one who made the actual decisions, 
isn't that correct? 

A That's correct. 

0 You say that there was cash income received hy 
Progressive Drug; is that correct? 

A That's correct. 

0 That would be from what, COD orders? 

A From COD orders and cash sales. 

0 Cash sales of people — 

A On the premises. 

0 On the premises. Was that declared as income by 
Progressive? 

* Yes. 

Q That was recorded regularly in the books, is that 
correct? 

A That's correct. 

SOUTHERN district court reporters, u.s. courthouse 
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2 

3 
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5 

6 

7 

8 


9 


10 

11 


12 


13 

14 


15 


16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


wc Go Id finger - cross 251A 

3 So that whatever travel and entertainment was 
against this cash income that cane, that came into the 
company; is that correct? 

A I don't quite understand that question. 

Q What was the amount of business of Progressive, 
say, during the year 1966? 

A Approximately nine or ten million. 

Q $10,000,000. And out of the cash that came in, 
what percentage, what would be the percentage of the nine 
or ten million dollars that came in in cash? 

A I don't recall. It would be a small percentage. 

0 A small percentage. About 10 percent or less? 

A Possibly, yes. 

Q And the rest was billed out and paid for by 

check? 

A Either billed out or paid for by check. 

Q About 1 percent, would that bo more accurate, than 
10 percent, of cash? 

A I don't recall the figures. The books would 
indicate that. I don't know. 

0 But all the income that came in was recorded, is 
that correct? 

A It was all recorded. 

Q There was no diversion of the cash per se to any 
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of these people that were getting these expenses; is that 


correct? 


question 


MR. BUSH: Objection as to the form of the 


THE COURT: Yes, sustained as to form. 

o All the income came in and was recorded on the 
books, is that right? 

A That's correct. 

Q And there was no diversion of the income that came 
in in cash to any persons; is that correct? 

MR. BUSH: Same objection. 

TUB COURT: Sane ruling. Rephrase it, please. 

0 Did any of the money that cane in in cash be not 
recorded on the books and diverted to Mr.Rosen? 


MR. BUSH: Same objection; also asked and 


answered. 


THE COURT: I quite agree. The pertinent part of 
your question, as I understand it, has been asked and answeri 


tv.ice already, and the rest is improper. 

Q You say that early in 1966 you were told to place 

money in envelopes, is that correct? 

A That's correct. 

Q By whom? 

A Henry Hainick. 
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o Ilow much did he direct you to place in envelopes? 
A Well, it would he placed in there on each 

occasion, the amount he specified. 

Q Would he give you directions on each and every 

week to place money in that envelope? 

A That is correct. 

Q Was it the same amount each week? 

A Wo. 

Q Did vou ever give an envelope containing money to 
Mr. Rosen? 


q I believe you testified on direct examination that 
on two occasions you gave envelopes to *lr. ibe, a messenger 

from Mr. Hanger? 

=1 That's correct. 

y Do you remember when those were, Mr. Goldfinger? 


slip 


A I think one or two of them are indicated on that 


MR. HOEY: May I see the exhibit. VJhat is it, 


15, please? 

Till: WITNESS: Toward the end of it. 

0 There is one notation there of 10/13. Is that in 

your handwriting? 

A That is in my handwriting. 
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r 


♦ 



2 

o 

And Abe, is that correct? 



3 

* 

/1 

Yes. 



4 

Q 

And another one, Ilovcmbcr 28, Abe. 



5 

A 

Yes. 



6 

Q 

Is that correct? 


► 

7 

A 

Yes. 



8 

Q 

They arc both in your handwriting? 



9 

A 

Yes. Let me correct that. I may not 

have given 


10 

it to Abe 

directly. I war. asked by Hainick to 

prepare any 


11 

envelope, 

and a messenger, Abe, would call for 

it. How, 


12 

whether I 

gave it directly to Abe or to Hainick 

. and Abe, 


13 

1 don ' t -• 

- 



14 

o 

You don't know whether you directly gave it? 


15 

A 

That's right. 



1(» 

Q 

Then on all other occasions you gave 

it to Mr. 


17 

Hainick, 

is that correct? 



18 

A 

Mr. Hainick and on possibly a few occasions to 


19 

Lawrence 

Press. 



20 

0 

That v/ould be on how many occasions 

in all did 


21 

1 

you give 

it to Mr. Press? 



22 

A 

Very few. 



23 

Q 

Most of the time it was Mr. Hainick, 

is that 


24 

correct? 




25 

A 

That's correct. 
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o You don't know what Mr. Hainick did with the 
envelopes, do you? 

A I have no idea, except what he told me he did 
with them. 

Q Yes, but you have no independent knowledge of what 
he did with the envelopes containing the cash? 

A No, except what he told me. 

Q Mr. Goldfinger, from your own knowledge do you 
have any knowledge whether or not — withdrawn — do you 
have any independent knowledge that the funds which are set 
forth in Government's Exhibit 15 were in fact not expended 
for travel and expense? 

MR. DIISII: Objection as to form. I am not sure 
I understand the question. 

THE COURT: I must confess I don't understand it 
either, Mr. Hoey. 

MR. HOEY: I will withdraw it and I will rephrase 
it. 

Q Mr. Goldfinger, do you have any personal knowledge 
that the funds which youplaced in the envelopes and gave 
to Mr. Hainick were in fact not used for travel and 
expense? 

A I have no knowledge of that. 

0 Dy the way, Mr. Goldfinger, were there in fact 
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wc 

funds expended for travel and expense on behalf of 
Progressive Drug during the year 1966? 

A Yes. 

q Ota you receive vouchers for each and every 

expenditure for travel and expense for the year 1966? 

A ! believe nost of them were. I wouldn't say all 


of them. 


q nut not for all of them, is that correct? 

q ;lr . Goldf inger, as controller of the company, did 

you prepare Form 1099 of the Internal Revenue? 

A It was prepared, yes. 

0 ,,id you submit them to the various perons who had 
received expense money during the year 1966? 

A I don't recall. 

0 nid you prepare and send one to Mr. nosen for 
having received any moneys during the year 1966. 


A No. 


q Do you in fact know whether or not Mr. Rosen 

for travel and expense or any moneys for 
received any moneys for travel 

the year 1966 from Progressive Drug? 

MR. BUSH: Asked and answered, I believe, your 

Honor . 

T11E court: That is what I would thin* too. Mr. 


.OUT.... m.:.,c: coo.: ««■«■*• 

,CUEY SQUARE. HE* YORK. N.V. CO 7 





1 

2 

3 

4 

5 


V.’C 


lloey 


292 


257A* 


y 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


Goldfinger - cross - redirect 

MR. 110EY: I have no further questions. 

MR. BUSH: I have a few, your Honor. 

REDIRECT EXAMINATION 
BY MR. BUSH: 

Q During the time you saw Mr. Rosen in 1966 and 

1967, do you know where he worked? 

MR. HOEY: I object to this, your Honor, as 

improper redirect. 

THE COURT: I quite agree. I should think you 

could have gone into this before. 

MR. BUSH: Your Honor, I think he was questioned 

and repeatedly questioned on his cross whether in fact he 
knew whether Mr. Rosen received the money. My redirect in 
this particular area is directed toward that part of the 

cross-examination. 

THE COURT: I don't share your view. I am sorry, 

I did not understand the cross-examination to be quite that 
way. In any event, this is such an obvious point that I sec 

no reason to raise it at this late time. 

MR. BUSH: I "nave one or two additional questions 

in this area. 

THE COURT: Co ahead. Let us hear whatever else 

you have. 
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2 o your knowledge, during 196* and 19G7, did any- 

3 one other than Mr. Monon From ”r. Manner have any connection 

< eit’t rrof>r r *Bfiivo Drue Company? 

V7> momY: T Object to that, your Honor, as im- 

d 

6 -iropor redirect. 

- n-ir miry?: T quite agree. 

' 

Mso there is nut into your question something 

;> ! ich is nothinq but your First question. | 

m n you stated op direct that there were travel and 

. a r; nart oF the business of Progressivc 

11 v.iortamnent e..aon^e > a 1 , ' J7 '- 

12 ; r 'r r* r onnany? 

13 j Thnt \s correct. 

u j ^onnhl" -hot n.:rc«ntan«, apart fron this sun of 


15 1 

sis,son in 

cash the 

l ,.if> are tal 1 

16 

a’ out, rou 

nhlv what percentage c 

17 1 

t a 'nr.ent ° 

xnensep, '■ 

fP ro substant 

18 ' 

r nr"i or an 

,ot!',or? 


19 

i 

\ 

T ’•.'oul ,1 n 

1 1 know what 

* ! 


Oo vou h 

,*».vo an annros 


II 



21 

1 

It is dj 

F f icult. 

22 


\ ’a s i t o 

v e r h a 1F ? 


Over half oF what? 

over half c c those expenditures of that nature? 
Thov travel and entertaining expenses nade 
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jMl- 


204 


to throe d i . e F oron t 


individuals. 


f^cusc no? 

Travel and entertainment expenses made for three 


individuals. 

n v?ho v*ern the v ? 

\ benjamin ’lalhe v?ho van nr^sident at the time, La’-’ro 
a and pour*' "ninic’'. r »t!ier than that -- 

'"as p.n 1 ' mart thin n,0 f '0 and qnme dollars 
treated on records until the end of 19^6 an travel and 

e n t e r t .a i n m e n t ? 

At the end o ? ' rc . do mart o p it prior to that. 

’has an” mart o r it substantiated in any way by a 

r e a’mt? 

7 . "o. 'mu ”»ant to clarif” that question? *.7hich 

are ”ou tal!'in r * p'-ou* nm’*^ 

n r ’h.c ^l^^sn cash, '’as anv mart o c that ru'or 
r 'ummorted ju nr/i "pv a rocoimt?' 


*'o. 


* tT '. ’’.’U” ; *yo further questions. 

”” ,r ' napi’T. n s,vi’' vou, ”r. holdfineer, vou nn” 


• C. r -cunc ' 1 . 

(”itness excused.) 

cey-i". t at tMe moint »•'> vill ta’-n t'w 

"orr.i m c.n" , Indian an ’ -1 cc*ifi e^cu t*'e "jury, ton minut'’' 
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260 A 


(in open court.) 

MR. MUSOFF: If your Honor please, the defendant is 
ready to proceed. 

THE COURT: All right. 

MR. MUSOFF: Vie would like to call Mr. Karl 
Grossman to the stand. 

IC ARE GROSS M AN, a witness called 

by the defendant, being first duly sworn, testified 
as follows: 

ict :i::.\tion 
:; v musgit: 


15 | 

j 

16 
17 


18 

19 

20 
21 
22 

23 

24 

25 


0 Mr. Grossman, by whom are you employed? 

A Commercial Trading Company, Inc. 

0 V'hat position do you hold in that company? 

A President. 

Q '..’hat does that company do? 

A Commercial financing. 

o VIhat is the approximate total yearly volume of 


business that your company engages in? 

A For the year ended January 31, '73, approximately 
330 million dollars. 

C! bo you know Mr. Lawrence Rosen? 
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3?4 


2 

, y ■ 

/v Ygs , sir. 

3 

Q Ilov; long have you known him? 

4 

A 10, 12 years. 

5 

Q During that period of time have you had any 

6 

business relationships with him? 

7 

A Yes, sir. 

8 

9 Can you please describe those relationships? 

3 

MR. 13USII: Objection except as to how they pertain 

10 

to this case. 

11 

I will withdraw the objection. 

12 

THE COURT: Chat Government counsel is really sayit 

13 

i: , I 'nope you don't mean to extend the discussion cf 

14 

every business deal.'' 

15 

; ;r . MUSOFF: No, your Honor, I don't. This is 

16 

I 

just to set a context. 

17 

THE COURT: All right, on that basis, fine. 

18 

r > Can you please describe briefly those relationship: 

19 

the business relationships you have had with Mr. Rosen? 

20 

A Over the vears Mr. Rosen has introduced us to a 

i 

21 

i 

number of firms needing commercial financing both as a 

22 

friend or as a nrinciple. 

23 

Q Can you give us the names of some of the companies 

24 

that you financed in that manner through Hr. Rosen? 

25 

A Mr. Hanger, Progressive Drug, Air Equipped. 
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Q Can you give us the approximate amount of loans 
that v;ere involved? 

A Revolving? 

Q Yes. 

A Perhaps 100 million dollars. 

Q Were those loans secured loans? 

A Yes, sir. 

O Did you concern yourself at any time with the 
amount of salary or other payments that Hr. Rosen may have 
received from any of those companies that you mentioned 
as a condition to mailing loans? 

A do, sir. 

n What has been your personal experience insofar 

as Hr. Rosen's honesty is concerned? 

MR. BUSH: Objection as to that. 

THE COURT: Yes. He can give opinion evidence of 
the subject but that is not the customary form under the 
present rule. Put differently, there is another way of 
putting this, Mr. Musoff, if the witness is prepared to 
be able to answer it. 

q How would you describe your personal and business 

relationship with Mr. Rosen? 

HR. BUSH: Sane objection, your Honor. 

THU COURT: Same ruling. 
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I assume, in other v;ords, Mr. Musoff, you wish to 
offer character evidence through this witness, is that 
correct? 

MR. MUSOFF: Yes, your Honor, but v/hat I would 
like to explicitly get before the jury is his personal 
relationship, not a general reputation. I think that is 

permissible. 

TilC COURT: The law, as I understand it, still 
permits character evidence and that character evidence is 
reputation within the community with which the witness is 
familiar having to do with the person in question. 

MR. MUGOFF: I will reframe my question then, 
yc :r donor. 

0 Are you familiar with the general reputation of Mr. 
Rosen in the community? 

A I really don't know how to answer that. 

0 Using the term community to mean the community 
of people that you have come in contact with as a result of 
your meetings and familiarity with Mr. Rosen — 

MR. BUSH: Objection again as to form. 

THE COURT: I am sorry, I didn't catch that, Mr. 

Musoff. 

(Record read.) 

THE COURT: I am inclined to agree that you ought 
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to rephrase that. There .is a rather subtle way of doing 


Grossman - direct 


this, I an sorry to say, Mr. Musoff. 

Let me help you out. Have you ever had occasion, 
sir, to discuss Ilr. Rosen's reputation for truth and veracity 
with other persons? 

THE WITNESS: Yes, sir. 

THE COURT: Generally speaking, are these people 
'..ho are sociable acquaintances of yours or his or are they 
business acquaintances? 

THE WITNESS: Generally b usiness. 

TilK COURT: Take it from there, Mr. Musoff. 

MR. MUROFF: Thank, you, your Honor, 
o That die] you determine with regard to Mr. Rosen's 
reputation for truth and veracity? 


16 ! 


A Very good. 


O Directing your attention to the financing of 
Progressive Drug by your company, Commercial Trading, when 


did that take place? 

A Originally in 196G. 

0 In connection with that financing did you have 
any meetings and conferences with Mr. Rosen? 

A Yes, sir. 

0 Over v/hat period of time did they take place? 

A From the time the deal first was brought to us 

by Mr. Rosen, which would be about two months prior to our 


n 
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2 

going into the deal, until we were paid out of the deal. 


3 

a year later. I guess it would be a period of about two year 

s. 

4 

Q 1966 and 1967? 


5 

A That iy correct. 


6 

Q How often did those conferences and meetings 


7 

relating to the financing of Progressive Drug take place? 


8 

A Generally once or twice a week. 


9 

Q Over this period of time? 


10 

A Yes. 


11 

Q VThere did those meetings and conferences take 


12 

place? 


13 

A Occasionally at our office. Generally I would 


14 

nont Larry for dinner, a drink perhaps. 


15 

0 Can you recall the names of any of the restaurants 


16 

that you net with Mr. Rosen in and conferred with him in? 


17 

A Yes, sir. 


18 

o Mould you please tell us those names? 


19 

A We would usually meet at Peter Luger's, 


20 

Chriscella's, Pietro's, and others. 


21 

9 Were other people present besides you and Mr. 


22 

Rosen? 


23 

A Occasionally. 


24 

Q Can you give us an approximation of how many 


25 

other people might have been i^resent Q n those occasions? 


i 
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A Sometimes the two of us would have dinner alone 
and sometimes there would be three for dinner and 
sometimes four. 

O Who generally paid the restaurant bills on those 

occasions? 

A We usually alternated. 

Q One time you would pick up the bill and the next 
tine Mr. Rosen would? 

A That is correct. 

o When Mr. Rosen paid Dedoso by credit card or 
by cash? 

A Usually by cash. 

o Did Mr. Posen appear to be v/ell known in the 
restaurants that you frequented? 

A He was known. 

0 Can you estimate the amount of money that Mr. 

P.osen expended in restaurants during the period 1966 and 1967 
that you met and conferred with him? 

MR. BUSH: Objection. 

Tin: COURT: I couldn't hear you. 

MR. BUSH: I think 1 may have cut Mr. Musoff 
off in midstream. 

(Question read.) 

MR. I JUS II: I would object at this tine on the 
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basis that we haven't set anything as to what these 
meetings concerned. Apparently Mr. Grossman had meetings 
with Mr. Rosen on any number of different business deals. 

MR. MUSOFF: If your Honor please, I believe the 
testimony of this witness was that* 1 those meetings and confer- 
ences concerned the financing of Progressive Drug Company. 

THE COURT: All right, accepting that, now, 

Mr. Bush, what is your position? 

MR. BUSll: Accepting that I have no objection. 

THE COURT: All right. 

A Assuming that the dinners ran $15 a person, 
which is $30 over a year end a half to two year period, 
it would be about $1,500 or $2,000 -- about $1,500, 

I would assure, $1,250, $1,500. Then miscellaneous 
expenses. If we go in the car, Larry would take the 
parkwing check for both of us, one tine I would pick it 
up for both of us. I would imagine $1,500, $2,000, 

$1,700. 

MR. MUSOFF: Thank you. No further questions, you: 

Honor. 


THF. COURT: I am confvised, Mr. Grossman. You 
mentioned something about a period of a year and a year 
and a half. I thought this was in the' year of 19GG. 

THE 'WITNESS: 'G6 and '67, sir. 
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'T'i’t-' ron-i". can vou fix the ooriod of time a little 
norm definitely than that? In other words, how nany months 
overall, 24 months? 

THE wmr.SS i I would say it was 20 months. 

MR. "MSOFP: Mav I ask one further question in 
lieu o r that line, your "onor? 

TI1R COURT: Certainly. 

n Can you further break down that estimate between 
the year l?ff> and 1967? 

A Mo, it would be impossible. It is just an 
cstimato. 

MR. MUPepm. Thank 'mu. 


14 


’ V MAT TO'* 


15 


’R. T' 


16 

17 

18 
19 



22 


23 

24 

25 


n lr. Grossman, you testified that you were familiar 
with Mr. Rosen's reputation for honesty and veracity in the 
co*•"’unit*' in which you ’lore familiar with his actions, was 
t s .-»t correct? 

A I thought that the question had been "Had you 
ever discussed *»r. Rosen with business acquaintances and 
v: v ,?t vns his renut.ation with chem." 

o Assuming that was the nuestion, are you familiar 

”i th that? 

* because the qeneral community, T could not answer. 
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n Within the business community, are you familiar 
with that? 

A Within the business community of pooole that I 


know, vos. 


o 

you are 
A 
n 


n* his refutation for truthfulness and veracity, 
familiar with that? 

Vos, sir. 

You stated you had known Mr. Oosen for ten or 12 


•'oars? 

A Vos. sir. 

o Thatwould take us back to what — early 1960's? 

' Yes. sir. 

n ’ 7 ith what business was Mr. Mosen first associated 

when you’new him? 

A Yank.ee ^lastics. 


o tT^d vou heard, in the nid-1050's, that Mr. Mosen 
^ad none into bankruptcy? 

A In the nid.-1950's? 
o 1060's, I'm sorry. 

A. Yes, sir. 

e j’ad vou heard that he had a judgment entered 
aoainst him for testifying falsely in oroccedinos suople- 
montal to the collection o r a debt? 

A M 0, sir. 
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° ’Tad von hoard t'nt ho \,».as fined S? r >0 for qivinq 
faIn tor.timonv in such supplemental proceedinas? 

A If t didn't boar — no, r»ir. 

o Tt ad vnu hoard that ha wan ordered ninultanaousl’' 
or i" th.o nan'' order, if 'nu would, to oav judqnont creditor 

^ ^ ^ -n v t tonlO 


”o, sir. 

o furninq ^our attention to 1?CH and td-,c first throe 
or four '"onthrs o^ t.*'"' 4 * '»«*>»-, von hoard th't dr. ton on 1 " 

.>>ao -I'nt-1 nn^r 1 in connection ,T ifh in ,, oi°ti cation 


th-** M o” 'dr 1 ’ ^tnte Coqnission o r Invest! oat ion into 
oraanizM crino infiltrations into leoitinato businesses? 
A. I ''.ad, hoard it, yes, sir. 


Tad you hoard that hr. non on had tax nroblcnn 
r -• tir.q bach to t’»c earl'/ l^rjh'r? in which yearn ho failed 
to * : 1 a an*’ tax returns? 

!o, sir. 

’*?. MC50JT: ‘"ay \:o approach th ' bench, your 

:cror? 

COT’*”!’ • T'p sorr”, T don’t !;no*/ quit*' vh^fc to 
■•'.'n r> r thin, ’’hat is tho nattor? 

‘IITn^’r'• I don ’ t believe t'nt tho stator.onts 
that hr. n un’i is inconoratina in his nuentionn arc 


r actual. 


CO”" ,n - Centlcnon, I have no facts at 
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disposal to able to answer that. You didn't object so 
I didn't rule on the natter. 


Me. rmrr: I object then, your Honor. 

TmM COURT: It is a little l<ate because mg have 
' -nn coi-.q on in this line for the last five minutes. 

"o’>cvn r , in order to nako sure what we are really 
••i-h, if von like, I would have you and ”r. Hush up here at 

the side liar. 

(At the side bar.) 

.MU. The first thinkq I would like to 

state, vour Honor, is that reputation evidence was limited 
business community and not the qeneral co'^unit . 


m»*r' pnr’ r ' m • m h.at doesn't make any difference, 
are busin^es-tyrne matters, taxes, supplemental' proceedings, 
'. ?n’'runtov. It is ncrfcctly relevant in that sense, but 
•'ou claim none of this is accurate, I can’t answer that. 


T assume Mr. ”ush has information. 

MR. RWRtt; v’ith resnect first to the orqanised 

crime innuirv, T think what the Court has seen in the way 

o* exhibits substantiates that. 

'•’P'- rou r, . rr ’: I don't understand counsel to be 


urquinc that. !!e is talkinq about — 

MR. M.UPOFF: Failure to r ilc. 

• •n, FTJJ?1T: I can null out my notes on that. As 
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2 

3 


4 


5 


6 


7 

ft 
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far ns the judgment for trustifying falsely I have a copy of 
that nrosont with me. Tt is a contempt citation, "hat is 
the referee's rooort. 

-•■irr ggpnrri. j don't have to look very much further. 
T an afraid he has a factual basis right there for that line 
o r inquiry. As to the tax natters, I assume the government 
has 


9 

10 

I 


12 

13 

14 ! 

15 

I 

18 |j 
li 

17 

18 
10 


20 

21 

22 

23 


21 


25 


Mb. r.TTSI': There was a prior investigation for Mr. 
Moron. T believe my eviestion v;as ohrased as to the early 
loro's ''it^out a specific ''ear. I nav be off and it nay have 
been ’ r >° as well but T "ill pull out ny f ile in that matter 
no ’, i r '-ou wish. 

Mh. M, Tsr? : ’> should innuiro as to t*'o factual 
basis before he is oormitt.od to ask those questions. 

71"' fOO""! T'ie normal rule in .An"lo-r>axon courts 
ir, that i r the •le"en ' ,nt has so”o reasonable basis to 
p.iho these ineuiri.es ho can do it because it is relevant 
to ask a oorson ’bo testifies ns to one’s reputation whether 
er not he heard those natters. r.o I am no in" to accept this 
on "ood r aith an' 1 i r the eovernment has the tax nat¬ 
ters in hand I would have no objection to von asking Mr. 
curb to show this material to you at some suitable tine 
’■'ere this afternoon. 

hut I have no reason to don’t counsel anvnore than 
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of credits which we do not do. 

o Uhnt T nonn b” factoring tvne finance is issu.iun 
C innnce on the b^sis that tho connanv in question turns 
over to vour organization its accounts receivable, that 
"oul' 1 ’’e in the way of security, and you also would act 
as a direct receiver o r paynent. 

That is romnrcia.l finance. Generally ve do not 
act as the direct receiver of oaynont. '"hat is not factorinq 
o nhe cosnany secures its indebtedness to you by 
accounts receivable and vou call it connercial finance? 

A That is correct. 


g ’’as that the t’n« of indebtedness or finance 
that vou orovid »d to M r. n o«en and his various connanies? 

a Usually. 

^ that conoany was the f irst conpanv that you 

provided anv forp of connercial finance or in the way that 
”r. boson was cither a principal of or introduced you to? 

A Yankee Plastics. 

n 'Hint was his position at Yankee n lastics? 

*. ' T e was an officer, X believe. I don’t recall. 

^ Incidentally, had vou hoard that he had been 

thrown out o r that business in 19G4? 


A Thrown out? 

o In a f anilv dispute. 
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2 

A 

'To, sir. 


3 

n 

Tiov.’ manv vears did your organization provide 


4 

r inancinq 

to Yankee Plastics? 


5 

A 

Approximate!'' two to three years. 


6 

n 

’Then did it stop? 


7 

A 

I would say a year to two years before they 


8 

vent into 

Chanter hi. 


9 ; 

0 

Chanter Y.i beinn some sort of ^ankruotcy nro- 


10 

cnod ing, 

for the members o* 7 the jury? 


11 

A 

Yes, sir. 


12 

O 

Uould you place that by the way of a date? Could 


13 

wnu sciv rough1” "lion von ’>ogan to proviso t’l^t financin'- 


14 

an'’ roug v ' 

1” when t ,- *at financing stopped? 


15 

71 

. \ 

It ’-'ould just bo a aims", but to the best of ny 


16 

1 1 T ,f ould sav wo started about 1 ^ and stopped , 


17 

i 

in 'n or 

' r 3. 


18 

0 

bid you also nrovido financial services to a fir!' 


19 

called M r 

. ITanger? 


20 

A 

Yes, sir. 


21 




22 

I 



23 




24 




25 





1 

SOUTHERN OISTRICT COURT REPORTERS, U.S. COURTHOUSE 

FOLEY SQUARE, NEW YORK. N.Y. CO T-4SS0 







1 

2 

3 

•1 

5 


276A 339 


8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


wc ]_ Grossman - cross 

0 When did you begin to provide such financial 
services to that firm? 

A As a guess, I would say ’65, maybe 64. 

Q Do you still provide financial services to that 

firm? 

A Yes, sir. 

Q What is the amount of loans outstanding between 
Commercial Trading and Mr. Hanger as of this date? 

A /Approximately $3,000,000. 

Q Excuse me, I did not hear you. ihree million? 

A Approximately $3,000,000. 

0 What is the largest amount of financing that 

you have ever extended to Mr. Hanger? 

A I would guess about three and a half million. 

O What was the amount which you had extended to 

that company in 1966? 

A 1966? Just to Hanger? 

Q well, when you say just to Hanger, let us 
qualify it. Was there another company as well connected 

with Hanger that you had extended money to? 

A Tlo, you are just talking about Mr. Hanger, I 

understand. 

q Or any of its subsidiaries. 

A Or subsidiaries. 

0 night. 
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2 

A 

In 19G6? Perhaps five hundred thousand. 

3 

Q 

In 1967 what was the amount of financing that 

4 

you had 

provided Mr. Hanger or any of its subsidiaries? 

5 

A 

I would guess, and it's only a guess, but I 

6 

think it 

's reasonably accurate, perhaps 700,000. 

7 

0 

During 1966 was there another company with which 

8 

Mr. Rosen was associated besides Progressive or Mr. Hanger, 

1 

S 

to which 

you had provided some kind of financing? 

10 

A 

I can't recall offhand. 

11 

0 

1 

In 1967, apart from Mr. Hanger or Progressive 

12 

Drug Company, was there another company with which Mr. 

13 

| 

Posen was connected or associated, to which you had provided 

14 

anything 

in the way of financing? 

15 

A 

I can't recall, sir. I don't believe so. 

16 

Q 

Would it be a fair statement, Mr. Grossman, to say 

; i" 

that in 

1967 that Mr. Hanger was in bad financial shape? 

18 

A 

No, sir. 

19 

0 

When wc talk about a current ratio — withdrawn. 

20 


Are you familiar with the meaning of a current 

21 

1 

ratio? 


22 

* 

Generally. 

23 

0 

What is the meaning of that? 

24 

A 

A ratio of the current assets to the current 

25 

1 

liabilities. 

I 
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4 


j 


S 

10 

11 

12 

13 

n 

15 

lb 


IT 


18 

19 

20 
21 


22 


23 


24 

25 


Q What v/ould a good current ratio be? 

* 

A Good for what? 

(.' Good in the sense of lending money to an 
institution, to be considered sound in the way of risk. 

MR. MUSOFF: If your Honor please, may I inquire 
j into the relevancy of this line of questioning. 

'1HL COURT: Before we get to the relevancy, I think 
you have a good point as to form, because I think we are 
entitled to know, Mr. Bush, are you asking him what would be a 

11 

current ratio for an individual such as Mr. Rosen? I don't 
understand that. 

MR. BUSH: No, no, a company, your Honor. 

THI. COURT: Well, which company? I assume it is a 

company, but I don't know whether you are talking about Mr. 

| Hanger — 

MR. BUSH: I am trying to ascertain from the 
i witness, in the financial community — 

THE COURT: No, no, I don't want to argue with you, 

I 

j sir. The question simply is: Which company? 

MR. BUSH: First, generally, what is considered 

, amongst financial institutions -- 

* 

THI. COURT: No, no, I understand that. But you 
are now asking about a certain company ultimately. What 
conpany? Mr. Hanger? 
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wc 4 Grossman - cross 

MR. RUSH: Oh, ultimately I will be addressing 

my attention to Mr. Hanger. 

THU COURT: Understanding that, Mr. Musoff, do you 

still object? 

MR. MUSOFF: Yes, I still object, your Honor, as 
to form and relevancy. 

THE COURT: I am going to ask him to put his 
question again. I think it may be relevant to some 
testimony of Mr. Grossman on direct. But would you please 
rephrase your question, Mr. Bush, so we can followyau a 
little more clearly? 

0 Mr. Grossman, is there amongst financial 
institutions lending in this area an understanding as to 
what a sound ratio between current assets and current 
liabilities would be with respect to issuing to such a 
company financing? 

A I think that you don't quite understand our 
function. We do not make unsecured loans. We never go 
into the so-called current ratios. I am sure, though, in 
answer to your question, that the financial institutions such 
the Chase and the Bankers Trust and First National City do 
look at current ratios. 

Q Are you familiar with such ratios? 

A We never use them. I know what — 


is 
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10 

11 i 

I 

12 i 

13 ^ 

II 

15 s 

16 i 
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17 i 

18 
19 

2ft ! 

21 I 
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flR. MUSOrF: If your Honor please, at this point 
I think this line becomes completely irrelevant. The 
witness has responded that he does not use this as a 
standard. 


THE COURT: I agree. He has said that. Next 

Question. 

Q In 1966 had Mr. Hanger made any money? 

A I don't recall. 

0 In 1967 had it made any money? 

MR. MUSOFF: Your Honor, I object again on the 
grounds of relevancy. This has no bearing on the direct 
testiony of this witness. 

THE COURT: I am sorry, I disagree. 

A I believe so. 

0 When we say 1967, I mean by that the fiscal year • 

A January 31. 

Q — of 1967. Is it your testimony, then, in the 

fiscal year ending January 31, 1967, that the firm known as 
Mr. Hanger had made income -- excuse me — had an income on 
the plus side for that year? 

A I believe so. 

0 Nov/ turning your attention to the fiscal year 

ending January 31, 1968, did it have an income on the plus 
side that year? 
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2 

A 

I believe that one year they had a loss. I don't 

3 

recall 

which year it was. Rut generally it was profitable. 

4 

Q 

Was the loss a small loss? 

5 

A 

I don't recall. 

6 

0 

Was the loss in excess of $50,000? 

7 

A 

1 

i 

If I don't recall, I don't recall. 

8 

1 

You have no recollection whatsoever — 

9 

1 

A 

1 

No, sir. 

10 

Q 

I 

— as to the nature of the profit or loss for the 

11 

i 

years in question. 

12 

l 

A 

No, sir. 

13 

Q 

Is that correct? ' 

M 1 

A 

That is correct. 

15 

Q 

Turning your attention to the Progressive Drug 

16 

Company 

, for the year ending December 31, 1966, was that 

17 

company 

a profitable company? 

18 

A 

I do not recall. 

19 

Q 

Was there any concern on your part with respect 

20 1 

to the 

moneys that you had extended to the Progressive Drue 

21 

Company 

about repayment of them? 

22 


Not a deep concern. V/e were concerned. We were 

23 

i 

watching it more closely than we would watch other people. 

24 

0 

Were you also concerned with respect to repayment 

25 

of the moneys which had been extended to Mr. HangerV 

i 

1 
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2 ! 

A No, sir. 

3 

1 

Q Would you have been concerned in the ordinary 

j 

course of your business had Mr. Hanger lost in excess of 

, 1 

3 1 

a hundred thousand dollars for the year ending January 31, 

ti j' 

1 

1960? 

n 

' 

A Not necessarily. 

8 

Q Would you be concerned or would you have been 

9 

concerned had Mr. Hanger lost a similar amount for the 

10 

preceding year? 

ii ! 

i 

A Not necessarily. 

12 

0 When you had these meetings with Mr. Rosen, did 

13 

your discussions center solely on the Progressive Drug 

14 

Company? 

15 

A Mostly, in a business sense, on Progressive 

16 



Drug. 

17 

Q Well, did you have discussions about things in 

18 

! addition to business? 

19 

A Vie nay have discussed the World Series, may have 

20 

discussed the football game. We may have — I mean, I 

21 

didn't cone in and say, "Larry, how's Progressive Drug?" 

22 



Hut generally business was centered on Progressive Drug. 

23 

0 What percentage of your discussions concerned 

24 

business and what- percentage concerned any other matter? 

25 

A It's hard to say. I would say half of it was 
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business. 


Q As with respect to the discussions concerning 
business, what percentage concerned Progressive, what 
percentage concerned Mr. Hanger or any other business? 

A Most of it was Progressive. 

Q You stated that on occasion there were 
other individuals present during these meetings or dinners, 
if you would; is that correct? 

A Yes, sir. 

Q Whowere these other individuals? 

A Business acquaintances. 

0. What are their names? 

A Well, occasionally the principals from Progressive 
Drug were there. 

0 What are their names? 

A One was Mr. Henry Hainick; Mr. Press. 

Q besides Mr. Hainick and Mr. Press, who if anybody 
else was present? 

A That was about it. 

0 Were there ever any females present at any of 
these meetings? 

A Yes, sir. 

0 And who were they? 

A Come young ladyjwas going out with was occasionally 
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there. 

q Were you married at that time as well? 

A I was separated. 

Q Who else? 

A Other females? 

Q Yes. 

A None. 

q None? Just the youny lady you were going out 
with. V/hat was her name? 

A Miss Johnson. 

Q Where is she today? 

A I really don't know. 

q At how many of the meetings was Miss Johnson there 
A Perhaps a third, perhaps a half. 

Q Vlas she there to discuss business with you and 

Mr. Rosen? 

A No, she was there to join us for dinner, 

g uid Mr. Rosen pay for her dinner as well as yours 

on the occasions when he picked up the tab? 

A Yes, sir. 

0 Would it be fair to say that maybe then a quarter 
of the expenditures that Mr. Rosen put out were for dinners 
or things of that nature for Miss Johnson? 

A A third. 
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Q A third. 


3 A If she were there all the time. If she were there 

\ ono-half the time it would be one-sixth. 

]j 

5 li Q That assumes, of course, that Miss Johnson ate the 

6 same-dollar-amount-wise that you and Mr. Rosen ate, I 


suppose? 

A No, there were three people. 

q who had the more expensive taste, you or Miss 


11 I 


Johnson? 


this 


MR. MUSOFP: Your Honor, I am going to object to 


THIJ COURT: I will sustain that objection to the 


last question. 


Q Did you ever pick up any documents su bstantiating 

your expenditure of these moneys? 

A I don't understand your question, sir. 

Q Did you ever get a receipt when you picked up the 


tab? 


A Occasionally. 

Q You are a businessman, Mr. Grossman, are you not? 
A I try to be. 

Q Hov; long have you been a businessman, sir? 

A This is ny 28th year. 

Q And you are familiar, are you not, with what is 
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required to substantiate entertainment expenses in connection 
with your own tax returns, are you not? 


A Yes, sir. 


0 And it is your practice, I would assume, is it 
not, when you go out to eat, to get some kind of receipt or 
at least to maintain some kind of record as to those 

expenditures? 

A Not necessarily. 

nr.. MUSOFF: Your Honor, I am going to object to 
this lino of questioning also. Hr. Grossman's tar 
liabilities are not the subject of this case, and what he 
may do or not do has no bearing on Mr. Rosen. 

THU COURT: I am inclined to agree generally with 

your objection. I don't see why we get into this line, Mr. 


hush. 


q Mr. Grossman, have you ever heard of over $ir.,000 
in unsubstantiated travel and entertainment expenditures 
in one year without any receipts to support it? 


A Yes 


case. 


o other than in connection with this Progressive 
A I am not talking about Progressive case. I don't 


know about that. 

MR. BUSH: No further questions. 
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THE COURT: Any redirect, Mr. Musoff? 

MR. MUSOFF: JUst one question, your Honor. 

RLDIRECT EXAMINATION 
BY MR. MUSOFF: 

Q Has anything that Mr. Bush implied in his questions 
to you changed your opinion about Mr. Rosen's reputation in 
the business community? 

MR. BUSH: Objection; improper form. 

THE COURT: Yes. I agree. 

MR. MUSOrF: No further questions, your Honor. 

MR. BUSH: No further Questions. 

THE COURT: Thank you, Mr. Grossman. You may be 


excused. 


(Witness excused) 

ERNEST J. LEE, JR., called as a witness in 
behalf of the defendant, being first duly sworn, 
testified as follows: 

DIRECT EXAMINATION 
BY MR. HOEY: 

Q Mr. Lee, what is your business or occupation? 

A Textile manufacturer, sales rep, and in the factorin 
business. 

0 Wait a minute. Textile manufacturer and what? 

A Sales roo in the textile business, and in the 
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2 1 

finance 

business. 

3 1 


Q 

You mean a sales representative? 

4 ! 


A 

Yes. 

i] 

5 


0 

By that you mean you represent other textile firms? 

6 i 

It 


A 

Other textile mills that I do not own. 

II 

' i 

f 

( 


0 

And a sales organization, is that correct? 

8 » 


A 

Right. 

9 ! 


Q 

Where is your textile business? 

| 

i° 1 


A 

Pennsylvania. My textile mills are in Pennsylvania 

li l 

II 

the 

one 

s I rep are in Pennsylvania. I have an office in 

12 I 

i 

Connecticut and a sales office in New York. 

13 


Q 

no you know the defendant Larry Uosen? 

14 


A 

Yes, I do. 

15 


Q 

For how long a period of time do you know him? 

16 


A 

About twenty years. 

17 

1 

0 

Incidentally, Mr. Lee, are you a member of the 

18 

board of directors of Mr. Hanger, Inc.? 

19 


A 

Yes, I am. 

20 

1 

0 

For how long a period of time have you been a 

21 

II 

j| ncnher 

of the board of directors? 

22 

1 

A 

Well, since Mr. Hanger was — about '68. 

23 


Q 

Would that be subsequent to the time of the merger 

24 

of 

Yankee Plastics and Mr. Hanger? 

25 

i 

1 

A 

No, this is when Mr. Hanger was there. 
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2 

0 

Oh, Mr. Hanger. Were you ever at Progressive 

3 | 

Drug? 


4 i 

| 

A 

Yes, I was. 

5 

0 

On more than one occasion? 

6 i 

A 

Yes. 

7 

Q 

In 1965 what was your business, sir? 

H t 

i 

A 

Textile. Manufacturing textile and, you know, 

• 

baby pants and sleepwear and children's underwear. 

i 

10 

Q 

Were you < ssociated with anybody at that time? 

n ! 

A 

Well, Early Manufacturing, which is a manufacturing 

12 

company of baby pants; in the textile industry, yes. 

13 


Dicl you, when you went to Progressive Drug, go 

14 

there with Mr. Rosen? 

15 

A 

Yes, I did. 

16 

o 

Did you have occasion to do anything with Mr. 

17 

1 

i| Rosen concerning Progressive Drug? 

18 

A 

Yes. 

19 

Q 

Would you kindly just tell us in your own words 

20 

what you 

I 

did with Mr. Rosen with regard to Progressive 

21 

1 

Drug? 


22 

1 

MR. BUSH: May I have a date on this, your Honor. 

23 


THE COURT: In the fulness of time I trust we will. 

24 

Go ahead 

• 

25 

0 

Go ahead. 

1 

1 

i 

i 
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2 

A I went there with Larry, and some place in the 


3 j 

Bronx, and 1 saw the whole operation, I saw their salesroom 


1 

4 1 

with different items in there, and I said to Larry, I says, 


a 1 

1 

"Larry," I says, "you got a captive drugstore chain that 


b 

we could really market some products that I manufacture, and 


i 

i 

I think it could be very feasible to do this. 


c i 

~ i. 

At the time I manufactured children's baby pants, 



I manufactured underwear for children, and children's sleep- 


10 i 

wear . 


| 

11 

He said to me, he said, "What do you mean by this?" 


12 

I said, "Well, God, if we could get a name, a 

1 


1 

13 

brand name or come up with a brand name that we could market 


14 

it through Progressive Drug, this would be very good for both 


15 

my business and for Progressive Drug's business. 


16 

Subsequent to that he says, "Let's think about it 


' 17 

and see what areas thatwe could, you know, pursue. 


18 

I set up some meetings with both people in the 


19 

j textile industry that I represented, also the person that 1 


20 

was connected with, a man by the name of Mr. John Jansen, who 

j 


21 

represented four textile mills. These mills now I represent 


22 

myself, because he is dead. We sat down on numerous occasion 

s , 

23 

hashing this back out, you know, to see how we could do it. 


24 

what the percentage of ownership would be in it, what the 


25 

markup would be, and then we decided that, "Gee, this is 
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great, but let's try to see and find a name." 

In my industry I have been very friendly with the 
people in Doctor Denton, who is a major manufacturer of 
children's sleepwear, and at that time they only marketed 
sweaters and sleepwear, nothing else. 

I set up the initial meetings, set up the contract 
that ny manufacturing company, Early Manufacturing, would 
manufacture children's baby pants under the Doctor Denton 
label. 

I was not a principal of Progressive, so therefore 
I could not institute the meetings, you know, with the 
people from Progressive, so I.set up Herb Carroll, who is 
the chairman of the board of Doctor Denton in Chicago, for 

meetings with Larry, and — 

0 Did Mr. Rosen go to Chicago and there speak to 

Mr. Carroll? 

A I think about three times, and Mr. Carroll also 
came into New York with an Elliot Saunders, who is — I 
think Herb Carroll is chairman of the board and Elliot 
Saunders is the president. 

Q All right. 

A With all these meetings, then Mr. Jansen and 
Larry, they net on many occasions when I wasn't there, 
because I still hail to go out and do my selling trips. 
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I would say, in all -- 

MR. BUSH: I am going to object to this perpetual 

! ... 

monologue at this time. He is testifying as to things 

which occurred when he wasn't there, and so on and so forth, 

6 THE: COURT: In any event, as I understand it, you 

i say to your knowledge Rosen went to Chicago three times 

to visit this Doctor Denton; is this it? 

THE WITNESS: Yes, sir. 

I 

10 THE COURT: Next question 

i 

11 
12 

13 

14 

15 

16 

17 

18 

19 

20 | 

21 
22 

23 

24 

25 
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o ’’ere there other occasions at which meeting '■'f’r f ' 

held in nubile nlnces, restaurants? 

A ’’any. 

o ’Vsre they hold — veil, ”ns there a local rep- 
re-.onfc.Rtlve vico-orenidont o r the Ronton Industries called 
Ftanlo” ^ross? 


r 



at meeting which Rosen had with 


M r. Hrosscan? 

r All o r then. 

n ’’o '' nan' r reotinss in all wro they? 

* ’"y ’* 17 . Cross there ’"'ore at lea^t 12. it i r. 

.T - ' 7 ten that I attended there was at least 25. 

r» And these np«tinn were with regard to Progressive 

A Right. And Or. Renton, tr^ino to not the nines 

so that could use it at Progressive Drug and also use 
i r • it!i their sleeoers and baby bas .ets? 

"ore there expenses involved in this? 


n 


Vo *5 . 

’dho paid the hills? 

To nv knowledge, ’lr. Posen die. 


n 


pj.d vou nay the ? 
•’ever. 


o 




H 


CP 




h 
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‘ 7 ot h i n . 


•p„ ttoi:Y : You nay nmurn. 

rp onf, '":Y 7 r7." , T'Y; 

r> v * *n r»T*C^:j • 

o your nano in Lament J. Lee, is it? 
7 Yes, sir. • T r. 


9 i 
|| 

o 

And you are one of 

10 j 

this tine 

, in that correct? 

11 1 

A 

Y»'S. sir. 

12 1 

ip 

no' ’ lone have ”ou 

13 

•4 

Since ’ f.? . 

14 j 

e 

Prior to that "hat 

1 

15 

t s is Progressive situation. 

16 

•’ith the 

defendant? 


>7 ! T ’lone, 

i 

18 | o Tut you have known hin for some 20 years? 

19 ' LiehL. 

20 ! n i\o'i hid you first hanoon to meet him? 

i 

21 ij - "ell, ho '?ns eoinn out with a qirl by t ie name o 

22 uor?. ”v wife'-ns a show nirl and we used to eo tc the sam- 

23 n u 0 -,-s. n,, .ev became friondlv and. we became friendly and we 

24 built no a ver- lasting relationship. 

25 o T, ’ ! nt expertise do you provide to t**e hoard of 
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directors, M r. hoe? 

A T an in the textile industry an^ inasmuch as the 
banners, are sold to the textile industry primarily, I thin v 


that I do sto»r oxnnrtiso. 

n ,?1 ion ''oil sav vow "oro tminq to arranne a deal 
• n‘ th "r. Norton, I tahe it t v, *+- “)r. nonton is the brand 
»« — “* **o*i • • -*a- i^T"o^t*.n^ ip? 


' hioht, they also nanu r actured children's sleepvos.r 

n bet no understand this. Pome other textile concern 

"as noin" to nanu r r*cture '•Tarnsntse 


a Mine. 


o vo'i’- *• ox tile coicn’*’ 1 to manuka ctur^ 

V-•»»*-r; • -bir’’ •■*«»■« , 'o? r '''* to br» or have th-' ^r, Oostor 
is correct” 5 

a yirri-t. 


o n a r t^r th^so f, ari>'0'it P ’./ore naau f act'rmd t 

at’ 1 r' v ' -1 o^' 1 t v >ro ,, c>h Progressive into various dru r * stores 


i r* "o*? '’O'* 1, ^ 

A rt'al- # 

e Tn ot^s’* "ore's, the? dr»,-»l would benefit you r in- 
->s.sia] V r , would it not? 


A Yes. 

n An 1 I assune that it would have bene fitted ’lr. 
hos'-n financially as well? 
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A n regressive. 

^ ’ ci3 ”.c. - ’.oGnn nn ovn-'r in Progressive? 

no nust h ivo V.-on connected or else ho would not 

• ■* r’ , .on no fiorc. 

Dns ho poine to nn own or or joint partner in 
V i now venture o T yours? 


Van ho poin-i to have any interest in it in any 
nr • h .tsocnr? 

~u’ sequent to tho -c nootiogn when v/c tried to 
nr. ?-*nton, irn~ w 

"ou trio-t to ’ uv ?r. nonton ”r. Do "-on a" 

-o o’-.i par!: of nr. Denton, I take it then? 

Yon. 

’’hat poroontaoo *>as ’p qninn to own in Dr. Denton? 
I think, ‘ la •ns a fourth, 25 percent. 

\:i ’ vou were to o<-n 25 oercent? 


18 | 

An ’ yo 

19 1 

Ye a. 

20 li 

n Yr. t.i 

ll 


21 

I 

Aiqkt. 

22 j 

^ An ’ ".r 

23 

light. 

24 

o r, h-""if 

25 .. 

■ aiVactiuro 


..n ’ '.r. Dross "as to own 25 


aorccnt’ 


"'r-’tor ■, if these sweaters, or whatever they ’’em 
nVactum' 1 an 1 sol' 1 lv» Dr. nonton an owned hy vou 
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i: v1i, '.v! hI 1 - throuuh ^roqr'ssivo you "oul' 1 have nado mo-jo*' 
ou it, ”om 1 ’ von have not? 

y n**, t 

o T ’crsonal .1*'? 

Vos. 

° "r. h.oscn ’’oul' 1 hnve nh-red r quarter of those 

• v * c h, "a’.i 1 ■ 1 ho not? 


10 

11 ! 

12 

13 

14 

15 
lb 


r >' 

11 i 


i 

15 || 

19 

20 
21 
22 
23 
2A 
25 


r o his interest in these neetines then an con- 
e r as so-c a Hoc 1 r> repressive oar. also a personal financial, 
interest, v;as it not? 

’-'i 1, then-' no.ot i , v:'- f’i-h ) 1 1 ii o 'r\ until a ir 

To' 'tr or* *• r.r- f label. "he initial rier-tir»<ru was for f. 
to saha it under t v,r, ir o:-n nano and */c* manufacture for 


t’. 


An-’ vh.cn t.hov are nanufacturod -- 


"?. -jo~y; ;lay the vitnoss he ocrnjtted to finish 

his ansvor. T thinh he war. cut o*f. 

Tils con- 1 ": !7oro vou cut off? 

m "T. ,f T"-r.qp. i thinh. so. r ’ho initial neetinns 
;'. r > ">r. honton neoulo had not'-ine to do v;ihh ’njyiu<- 
t’''~. It bad to d.e ’’* t’* u-'ino their nano under a licensing 
arranee-,-*)it ••>* ere nv cnnpnnv, vhich "as ^arlv *Ianu r acturi::'- 
"oul 1 mho !iah« mats for then. ,f e vould use their nar.o. 
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I 

2 

'"’■•ic-” v:mi) 

’ not a norcontnqo of the nrofits. Actually they 

3 

' 'O". 1 '1 '' ^ 

ui,^ roller. Denton would bo. narlv ’’oul< nanu- 

» | 

r ' - ' 1 •* ' 

:r : ( , r contract arrnnoeiaont with Hr. Denton. ^r. 

1 

' 

5 1 

♦*Q»1 \ 

r. n von Id uso T>ro'->rorr.i^o orwn as a distributor. 

jl 

C 

^ y ryr ! <*» f X 

t u '-n would distribute it to the druq stores. 

1 

‘ ' 

\t i ^ 

,11. 

1 

n h 
| 

n 

v ou o-.-n ultimately nr. nonton if it -/orbed 

■ |» 
1 

out ••*11? 

1 

i 1 

- 

\’o . 

11 , 

r, 

If i<- didn't worV out v/ebl you would own it? 

12 

i 

| 

‘lot then. 

13 

o 

i j •- later? 

14 

- 

•-••,is ’-a- ov»r a venr and a half later. 

15 


•TV.n did. you Mrst have your first discussion? 

16 

1 

Dn bir’iny it? 

IT 

1 

•*>;i ' u-’iny. 

18 


T would ra” l n f? . 

19 

r\ 

von bad ^our first discussion in MM ~ 

20 

*. 

■•ocauso thov didn't want to sell. 

21 

|i 

•, r „ wou a-/aro that at about that tine Progressive 1 

22 

1, 

• . ,v' ••/as in ben'-rustcy’’ 

23 

li 

i 

A 

r 'hat had nothin'* to do with tVis deal. 

24 

n 

T V>ro vou a’/are of that 9 





■)M’ 7 


T .00 _ cross 299a . 3w 

o ''nrl yr*i. vou ftoi no out to uuv tis connanv 


21 


22 


' o th-» t "ou coul' 1 soil various noo’ 1 s throun : . it an' 1 vcu: - 
short l" it was qoi no into ban’- rmtc”? 

A Von nro uronq. T cli-i not na'' that . I was loo!: In'* 
to bu” tbr* nan'', I have four tortile nil In that na’: ; chili - 
y-'"i' r i , 1 oo-voar .uv’ it vonl' 1 bo moo' 1 for no to have t'.n 
“■••rtoo nanp. 


• 

r*”, 

* T o furt’i 

fT,] T -. 


Any 

'•if. 

r !OUY : 

ho, "our 

TJIh 

COUhT: 

You nav 

("i < 

r> •' * n f *, '^ 7 ' 


rp » ’ 

. i 


’..I ' 1 ion 

on r 

a r tornoon mcon 


("'ho jur" loft t’i.p> oourhroon.) 

(hocOS' - . ) 

(In rv)'■»:'» court - jur” not nr^aont.) 

? oqy. j '-n\r<> t'.:o non nitnor.nas. 
f/y'*’" ; rj 

***>. ’’O""' » - i 11 nrobn' l*' to ho a half, t’'r*o- 

'■nrta:u o r an ’'our. n ':on T von Id aoorociato it i r "ov. vou 1 ’ 
mo over until to'orro" so I can *nut in a chronolooic.nl 

cl '*• e C- • 

r yc cov—n. r nVvild toll • ’ou anr* ’’r. hush tvv 
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* . 1 . n 
|.T ■ ' 



uwva 

tjurors have boon 

e>tor c 

■nsin" their 

corulaints or. 

raf'er, T should n^” 

no , * , ~ 

accurate!”, 

their concern about 


. Iot - ' thin 'r.v.c in "oinrt, the mason be in" that under 
the rrrrvit — and I out it in nuotos — "unwritten rule" 
t-o r>e*.->ct that the” onl” servo for t’-’o v/eshs in corinn 


Tiopv; i can nee that in a nroblen. 

'P”'’ j t»c,~ • t f'inh if in too serious beoaw' 

these things ^'a r >o , 'n» It is not your ^ault but ^hev are a 
11* *-lc restless from '.’hat T f ather. 

Second of all, • 1 c 1 understand, that you 'vivo two 
•'o-' wifno-^sos today an " f on V>v ;».any nor* •’i fur- 


e l.h■* f ° 


• ••N T* ^ **>* 


'■’ho defendant's case would bo fininh.:<? 


to -orro' *. I will nut o"*» other witness on or 
of:'V • •ifn r ‘ss >s an' than boron. 

I ’-.ill tell you the reason. I had to rush today 
-auro bur}; indicated. -- and t an not criticizing lun 

i. - >rv » -.a” -- th^t ho thought ho ’-xmld tahe up most of 


•p, err”. i never indicated that to dr. 'Tony. 
r VP C.OV •"; hot's not debate that. ’ T o are ’'here 
• are. I an not in ceres tod in rriticicino either one of 
”f j i. you ■•••v-.- V*on •* trueolin^ after ny adrior.it ions you tor 1 . 
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r r , r which I an orato f »»l. V*t »» fl® ahead and r.co how wo 
do. I just ' ’ou Id as’- you once again, bon id or. the defendant 
c’o you antic inato calling anybody olr.o tonorrov;? T don’t 

»;ant to /•.no'.' * ,s o; just how many. 

*!°. iior.v: Probably two short ones, except tor 

the technical man. 

THh COUhT: Then I would like to oc aolc to 
say to the jury that T think we are honing to got the case 
to them tomorrow afternoon. I see no reason why not. The 
issues in this case, which aqain I recognise are important 
to both the defendant an-- 1 th<-» prosecution, are really not 
ta. t conn 1 i c a t o ■ ’. 

• m q T, Pii: I v.P'f have, incidentallv, one or L 


rebuttal witnesses. 

ijit*' roti^T: w e will get to that pro'llen ”hen >■ 
net to it. nid »ou hear what l just said, ’r. dush, about 

our jury/ 

mo TJTTs!!* I heard what you said. 


THF. C01JP.Tr You better think about t int one too. 
I would like to be able to say that to the jury. 


I don’t want to bind you, 
there is a good chance of 
flatlv tell me you don’t 
vou would. 


but T would like to sa” that 
finishing tomorrow, unless you 
think so, in which event I wish 


SOUTHERN District court reporters, u.s. courthouse 
_FOLEY SQUARE, NEW YORK. H.V. CO T-«SS0 









302a 3G5 

• 1 ^. ’’opy: At this point I could not tell you, 

• •our ”onor. T don't think bo. 

-up ryviPT: I will toll t^em sonothing clso, then 

•••uoh \'ou 1 d alleviate their situation, 
p.rnnn in the jur>'. 

(,Tur'’ present) 

-HP rrv-T; All right, Mr. Hoey. 

Me n.or.Y: I call Mr. Stern. 

T r o M M . S ^ H R M, called as a witness in be naif 

c r the defendant, being first duly sworn, testified 
follows: 


niepop PXAM.IM’t’IOM 


r *«r> ^ • 


Q- Would, 'em kindly keep your vo 


ice un so the jurors 


will hear you. 


Do vou 


know Larry Rosen? 


Yes. 


For how long a period of tine? 

A mininun of ten years, 
vfhat is your business, sir? 

Chairman of the board of a company, Photo-. arh- 


23 Corooration. 


o ’/hero is rhoto-Marker, Inc.? 
A In the State of Mew v ork. 
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2 

o 

*xo they iii ”lorida also? 


3 

A 

'Je have offices in Florida and Los Angeles an.. 


4 

rhiladelobia. 


5 

o 

bid vou ever go to Progressive Drug? 


6 

A 

Yes. 


7 

O 

’There was it located at the time? 


8 

A 

In the Bronx. 


9 

O - 

would that be in 196 6? 


10 

A 

Yes. 


11 

0 

bid you go there on more than one occasion? 


12 

A 

I would sav two or three. 


13 

o 

'’if' whom did you no t’-^re? 


14 

T\ 

M ith br. boson and an associate of nine, u? 1 ny 


15 

Cohen. 



16 

o 

nv the way, what is the business of Photo-Marker? 


17 

A 

”o manufacture and distribute sensitized oaner 


18 

and nachincrv for th" narment industry. 


19 

o 

Have you in the past been involved in any other 


m 

II businesses? 


21 

A 

Yes. 



b 

’.Tere vou involved at an” ti n e in a can r ” u >ine >s 


IE 

ir. any 

wav? 


24 

A 

Candy, nuts, and accessories. 


25 

O 

”ere you what is connonl” known as a jobber? 
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nr: 

H Did you ’;ave mootings outside of the drug 
company? 

A Yes. 

0 'There would those meetings take place? 

A T think we had o-'o meeting in hong Island City 
'■’ith "r. Co sen and Mr. Bcrtoli and Mr. Press. Me had 
meetings in the candy company. ”e could have had a mooting 
at my office on 37th Street. ”e had neetinos in restaurant 
two in California, one in has Vegas. I think. Mr. Posen 
came to my heme once and wo had a meeting there. I would 
say there wore about fifteen meetings in all, approximately 

c TTko oa .id the expenses o r these n-'oti"'."'!? 

A T,T hon t v ey cane to ny home I share 11 th rt entertain¬ 
ment and the restaurants; Mr. Posen is quite sporty and he 
did. spend monov and I spent none in California. Mr. Posen 
paid his own expense and I oaid mine. In has Vegas I 
believe that at the time we went to T.as Vegas I was affi¬ 
liated with the Dunes hotel so part of the rooms were 
complimentary and because I complimented Mr. .Posen's rooms 
he was oickinn up chcck3 outside the hotel where it wasn't 
comol inentary. 

9 He ’'as paying for it? 

A Yes. 

0 Mas that done on behalf of Progressive Drug, go 

SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
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1’.a - r?iroct 3G6A. 

to r ':-litornla on ''ohalf of rroor^ssive ^rnn? 

■•v ’'uninoTS was; I aasuno ’!r. ’to ;c:i' s '’\r too. 
o i'r> noronpanior! you? 

Yon. 

o Dio lie; ]>nvo any ot’-or inflor)on( 1 ont 'm.uncs:' out 
thorn that you J*now o r ? 

h M 0 t to n” knov>lof1qo. 
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2 

0 And when you went to California, whom did you 


3 

see, Mr. Stern,? 


4 

A A fellow named Ralph Sparracino, who was in the 


5 

foods business out there, and Major Riddle, who had about 


6 

six drug outlets, big drug outlets on the West Coast, and 


7 

he was also president of the Dunes Hotel. It was quite 


8 

some time ago, but you know we had a half a dozen meetings 


9 

at least. 


10 

Q Did you also bring any other proposition regarding 


11 

any import to Progressive Drug ? 


12 

A Yes. My Photo-Marker Company, the one I am 


13 

chairman of, has agents in Taiv/an arid in Hong Kong and 


14 

Tokyo, and I think my Japanese agent was in Los Angeles at 


15 

the time and we did meet with him — at least we called 


16 

him from there. I don't recall if he was there or not. But 


17 

we did discuss bringing in lashes, eyelashes, and mascara 


18 

and things like that for Progressive Drug. 


19 

Q Did you thereafter talk to anybody in Progressive 


20 

Drug other than Mr. Rosen concernino the importation of 


21 

eyelashes from Taiwan or Hong Kong? 


22 

A I may have had — I think Mr. Cohen and myself may 

1 

23 

have had another meeting with Mr. Press without Mr. Rosen 


24 

being present. It could have been another one; it is quite 


25 

some time ago. 
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Q You are friendly with Mr. Rosen, are you not, 

sir? 

A Yes. 

Q Do vou know his reputation for honesty? 

A Yes. 

0 What is it? 

MR. BUSH: Objection, your Honor. What community 
are we speaking about here? 

THE COURT: Mr. lloey can ask that. 

Q Do you know other people who know him in business? 

A Yes. 

Q Have you ever talked about Mr. llosen's reputation 

for honesty? 

A Yes, he has been a hundred percent honest with 
me and everyone that I know has done business with him. We 
deal with many of the same customers in our field. 

MR. BUSH: Objection as to any further answer 
other than to what he knows his reputation in the community 
to be. 

A I know it to be a hundred percent honest, to the 
best of my knowledge. 

Q How about on the question of integrity, Mr. Stern? 

A That too. He has been a good friend and we have 
done business together, he has been a hundred percent honest 
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MR. HOEY: Mo further questions, 


CROSS-EXAMINATION 


BY MR. BUSH: 


Q What was the name of this candy concern that you 
and Mr. Cohen apparently were affiliated with? 

A Mr. Cohen's company v/as Cendee, C-e-n-d-e-e. 

Q Did you have a company as well? 

A Yes, mine was Bucket Shops Limited -- Bucket Shops, 


Q Where did these companies do business? Where was 
their home office, to becjin with? 

A Mr. Cohen's company is in Flainview, Long Island. 

I don't know the exact address. 

Q And yours as where? 

A We had tv/o locations. We had one on 57th Street 
and Lexington Avenue, and we had one on 23rd -- 25th Street 
and Fifth Avenue. 

Q Where did Bucket Shops do business? That is your 
concern, is it not? 

A Yes. All over. Wherever we could. 

Q Well, this is 19C6. VThere was it doing business 


then? 


A Oh, in New York and in Las Vegas. 
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2 

q Any place else? 


3 

A Possibly California. Now, some of our products, 


4 

we sold a lot of our products to airlines that went you 


5 

know, we may have shipped it to Kennedy Airport, but it went 


6 

all over the country and I have no way of knowing that. 


7 

Q Bucket Shops, then, was doing business in New 


8 

York, is that correct? 


9 

A The two offices a nl the warehousing was in New 


10 

York, yes. 


11 

q was it also selling candy in Nev; York? 


12 

A Yes. 


13 

Q And it was doing business, I take it, you said, 


14 

in California? 


15 

A I said possibly in California. I did do some busi¬ 


16 

ness in Las Vegas, and I also said that,you know, even though 

, 

17 

we shipped to an airline in New York at Kennedy, it could 


18 

have gone any place. 


19 

0 I understand the package of candy might have 


20 

ended up at Chicago? 


21 

A No, I meant more than that. Because we had 


22 

special programs, especially during the Christmas season. 


23 

they have a Tair Lady's program, where we'd mail out to 


24 

10,000 executive secretaries the various gifts. So I wanted 


25 

to be clear in saying that it could have gone any place and 



SOUTHERN OlfTRICT COURT REPORTERS. U.». COURTHOUSE 
_EQUEY SQUARE. HEW YORK. W.V. CQJ>-«S«0___ 


1 






1 

2 

3 

4 

5 

6 

7 

8 

9 

10 
11 
12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


wc Stern - cross 374 

311A 

we could have shipped it any place. 

Q Any place besides Nov/ York, California and Las 
Vegas that you can specifically remember? 

A Tulsa, Oklahoma, which is their maintenance 
base, I remember some shipments going out there; Boston, 

Dallas — it's just too numerous, very numerous. 

Q How about Cendee? 

A Cendee, C-e. 

«• 

Q Cendee. Where was it doing business? 

A Their main business were up — markets in the 
Long Island and Metropolitan Hew York area. 

Q hny place else they were doing business? 

A I couldn't tell you if they did. I knew their 

main concentration was in the New York Metropolian area. 

Long Island, Queens. 

Q Did they do business any place outside of the New 
York City area? 

A I couldn't answer that. Jersey possibly. 

Q You and Mr. Rosen went where, now? You had some 
meetings in New York, I take it; is that right? 

A Yes. Youwant to know the specific locations? 

Q No, I am trying to pin down the general geographica. 
locations. 

A Bronx, New York, Bronx. 
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0 Well, New York would include the Bronx, I would 


assume 


A Oh. 


0 Did you also have meetings, I think you said, out 
in Las Vegas? 

A Yes, I said we traveled to Los Angeles, and then 

we came back through Las Vegas. 

Q You traveled to Los Angeles. Where else? 

A Las Vegas. 

Q Any place else? 

A 1 don't — we've traveled other places together, 
but in rci'ere ice to what you are talking about with 
Progressive Drug, I can't 

Q Did you go to Taiwan? 


Q Japan? 

A No. I may have gone, but Mr. Rosen didn't go with 


Q Where does Progressive do business, or did it do 

business at this time? 

A I have no idea. 

q To you rknowledge did it do business in New York? 
A I have no idea. 

Q Do you have any idea whether it did any bu s - ness 
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outside of Hew York? 

A I wouldn’t know. I was not active in that 
business. I was there actually as trying to do business with 
them. 

Q You were attempting to do business with them? 

A Correct. And they with me. And they with me. 

Q It was your desire, in other words, to sell them 
candies from Bucket Shops, I take it? 

A Yes. And if we could help them with some of their 
products we would be able to do that. 

Q Were you hopeful that Progressive would distribute 
your Bucket Shop candies to California? •' '* 

A Sure. I wouldn't care where they shipped it. 

Q To Los Angeles? 

A If they so desired. 

Q To Oklahoma? 

A OK. 

Q To Boston? 

A OK. 

Q To Dallas? 

A OK. 

Q Where else did Bucket Shops do business? 

A No, you just asked me about Progressive Drugs. 

Q But I say where else did Bucket Shops do business? 
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2 1 

1 am curious as to where else you wanted Progressive to . 

3 

send them 

candy? 

4 

A 

Oh, I wouldn't care where Progressive did business. 

5 

1 

My concern would be to ship them our packages in whatever 

6 

packaging 

they desired. We designed — we made preliminary 

7 

designs on racks for the candy. To my knowledge, they were 

8 

distributing to drugstores and chains. That was my know- 

9 

ledge. 


10 

Q 

Did Mr. Rosen have any interest in Bucket Shops? 

11 

A 

No. 

12 

0 

Did he have any interests in Cendee? 

13 

A 

Not to my knowledge. 

14 

Q 

Were you given a commission for selling a certain 

15 

1 

percentage of your candies? j 

16 

A 

Either we'd work out a net price and -- no 

17 

business 

was ever transacted, mind you. 

18 

Q 

No, I understand that. 

19 

A 

Yes. But we either would work on a net price or 

20 

a commission. 

21 

Q 

) 

This is for fir. Rosen now. 

22 

A 

No, for Progressive. Vie weren't dealing with Mr. 


23 

24 

25 


Rosen that much as an individual, but rather he represented 

an interest in Progressive Drug. 

Q Did he tell you he was an owner of Progressive? 
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A He said he had an interest in it. Whether that 
means he had an owner — was an owner or not -- I had an 
interest in Cendee but I was not an owner of Cendee. 

I 

Q Was he an officer or employee of Progressive? 

A I don't know. 

Q How many times did you actually go to visit the 
Progressive Shops, or offices, I should say, in New York 
City here? 

A In New York City? You mean in the Bronx? Is that 
what you mean? 

0 In the Bronx. 

A Yes. Two or three times. 

Q Did you go to Progressive offices any place else? 

A I have never been to any, to my knowledge. 

Q What kind of concern was Progressive? 

A What do you mean? 

Q * What kind of concern was it? What d^d it do? 

What kind of business did it do? 

A To my knowledge, it distributed drug products to 
drugstores and chains. 

0 Did it distribute drug products in Boston? 

A I have no idea. 

Q Did it distribute them in Las Vegas? 

A I have no idea. 
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Q It was your testimony on direct that you went on 
behalf of Progressive to Las Vegas, did you not? 

A That was not my testimony. My testimony was I 

went with Mr. Rosen. 

q To Las Vegas? 

A To Los Angeles. On the way back we went to Las 


Vegas. 

Q And did you — 

A We v/ere attempting, Mr. Rosen 

Q Excuse me just a second, Mr. Stern. 

MR. HOEY: May the witness be permitted to complete 

his answer? I know he was rudely interrupted. 

MR. BUSH: Your HOnor, would you direct the 
witness to answer a question which may be answered yes or no 
in a yes-or-no fashion? 

THE COURT: I frankly have forgotten the question, 

so why don't you start over again. 

q Did you discuss Progressive’s business in Los 

Angeles? 

A With Mr. Rosen, yes, and the other people that we 
saw, yes. 

q Who else was there? 

A I said Mr. Sparracino and — 

0 Let us stop with Mr. Sparracino for a moment, and 
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we will pick up the rest. In what line of business was 

Mr. Sparragino? 

A Sparracino. 

Q How do you spell that, sir? 

A I will do the best I can. S-p-a-r-r-a-c-i-nro. 

Q What line of business was he in? 

A He distributed to hotels and pizza parlors and 

restaurants. 
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A 

o 

A 


What did he distribute? 

Food sum lies. 

Including candies? 

lie mav have had a candy line. 


I couldn't answer 


f or h.in. 

0 Where was Mr. Snarracino’s business located? 

A His office -- his main distribution point was in 


I.as Vegas . 

Q What Lind of foodstuffs did he sell? 

A To mv knowledge -- I don’t know his complete 
line -* but he was in the box business, you know, rizza 
boxes, mozzarella cheese, tomatos, and he was very entrench 
in various hotels and restaurants and pizza parlors. 

Q Selling pizza boxes and mozzarella cheese? 

Yes. 

And his main office was in Las Vegas, you said? 

I believe his main office was in Las \egas. 

So you were not at his main office in Las Vegas 


A 

Q 

A 

0 


when you covered this particular business transaction' 


No, he met us at the hotel, I believe. 

At Las Vegas? 

1 believe so. I believe we stayed at the Reverl 
Hilton or something. 

0 Over what area did he sell this mozzarella 


A 

Q 

A 




bu‘ K know California and Nevada were two major 

of his distribution. 

» 

Q Who else was out ther in California when you 
and Mr. Fosen were there? 

A My wife. You moan who we met together? 

Q Either who went with vou or whoever vou met 
out there, the whole eroup that was ir California. 

That is what I want. 

A Well, ny wife, M r. Posen and nvseif went together 

0 I see. Your wife, Mr. Posen and vourself. 

Now, you met Mr. Sparracino -- 
A I say we possibly could have net Mr. Shineo 
Horie there. 

Q Let's stop with Mr. Horie for a moment. In what 

ft 

line of business is Mr. Horie engaged? 

A Many lines, but he is my representative in Tokvo 
and has been for the last 15 years. 

Q He was vour representative with these false 

eve 1 ashes ? 

A No. 

Q Or whatever they are? 

A No. 


Q Your Photo-Marker representative? 
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•*v Phot- *'arker nml my candv and we also were 

in flic fishing flv business if it mean., anything. 

Q What other lines of business w ? Mr. Horie in? 

A Rods and reels, paper -- 

0 Wait a minute. Let's take them rne by one 

here. Rods and reels, that is fishing, I take it? 

A No, that was a different operation. The flics 

were all hand-tied. 

Q All right. V.'e have fishing flies and rods and 
ree1s . 

A Right. 

Q And what else? 

A Paper. 

Q What kind of napers? 

A 100 different types of papers. For boxes, 

for production. That is my main business. 

Q This was just sort of paper that could be 
formed into more finished products, I take it? 

A Yes. Rut at the mill level. They were in 
juvenile furniture made out of paper. There so many facets 
Q In other words, they supplied the raw supplv 
of paper and somebody else would fashion it into -- 

A No, certain segments of their business was to 
structure the papers, maybe even make boxes or furniture. 
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0 Mow did they structure the nnncr? Into boxes? 
MR. IIOJjY t > our Honor, I thin): we are petting 
r n al’v far afield in this. 

THE COURT: Yes, I think we can skip the 
structu.ing and manufacturing. 

Q Let's call that paper. What else did he do? 

A Fishing flies, rods and reels, inflatable 


furniture . 


Q What kind of furniture? 

A Inflatable. You know, vinyl. 

Q Vinyl furniture. What else? 

A Apparel industry supplies, you know, general 

machinery -- they were both in so many fields and that 
is why -- 

Q Let's try to cover them all if we could. Apparel 
industry supplies. 

A Yes. 

Q What else? 

A And - • 

Q What is apparel industry supply, to begin with? 

Is that a machine of some so-t? 

A Machine, yes. 

Q Heavy machinery? 

A No, it wouldn't be classified as heavy machinery. 
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o Is it sowing machines? 

A Sewing machines, cutting machines, 

buttonhole »»e -r.es. that type of «»chlnery. 
o 1 see. Whet e'se? 

A Ana , don't know if he .as actually ««***.<> *» 

r nf eyelashes, but through h : ' fishinp. 

the manufacture of eyeia-ncs , 

„„ tvne of material in 

flv company he had access 

whatever they were doing. We knew -- 

Q And where - did vc miss something? 

A i sav we knew very little about that tyoe of 

manufacturing. ^ 

q over what geographical area did he do business. 

A The world. 

n T take it, is Japanese or something 

q Mr. Hone, I taKe u, 

of that nature? . 

A He thinks he's Jewish, but he is Japanese. 
q Who else was out in California there! 

I. A Albert Feuermao. 


20 

Q 

How do you spell that? 

21 

A 

F-e-u*e-r-m-a*n. 

22 

Q 

What did he buy or sell? 

23 

A 

He U mv branch manager for Photo -Canker 

24 

Q 

He is your branch manager. 

25 


so he wasn't buying or selling anything. 
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cross 
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A V.'e were ashing Hn -- h** liv^s out there for 
15 vears or 16 v*hrs -- and v.'e were as! Inc bin about 
various narket locations, and I thi.ik Mr Poser and myself 

and mv wife and Mr. Snarracino had dinner out there. 

* * 

0 Various market locations for what tvpe of nroduct? 

A For the West Coast. Well, his prime business 
is working for the Photo-Marker Corporation but he does 
know a lot of people out there. 

Q Were there any other products mentioned? 

A We discussed candy, and Mr. Feuerman has purchased 
candy and various other sundries, buckets, tvpe buckets, 
from Bucket Shops, and Mr. Posen and I discussed it, he 
would like to spread out and do business on the West Coast. 

0 So Mr. Feuerman, I take it, was familiar with 
marketing outlets in California? 

A Yes. 

» 

Q That is what you were discussing? 

A He is very far from an expert, because he is -- 


But he was familiar because he lived there, I 


take it? 


Yes. 


Who else did we have? I take it vour wife was 


along for pleasure? 
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o Or was she also in the business? 

A Yes, but she was active in the Bucket Shoos. 

q Who besides your wife, Mr. Posen, Progressive 

and the other three gentlemen you have already talked 
about ? 

A Major Piddle did 1 mention? 

t 

0 Major Riddle. 1 thought that was a product;. 

didn't know it was a person. 

A No, that is a man. 

Q I see . 

A It is not a riddle. It is Major Riddle. That 



is his first name, "Major". 

q I see. That is R-i-d-d-l-e, is it? 

A Correct. 

q What does Major Riddle do? 

A At that time he was the president of the Dunes 

Hotel and Country Club, and he owned about six or seven 
drug outlets. Two in I.as Vegas and I think four in 

Los Angeles. 

Q He owned drug outlets in -- 

A Drugstores , yes. 

Q Drugstores, all right. 

A Retail outlets. That is what I mean to say. 

q The kind of drugstore you and I would go into 
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something like that? 
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Band-\ids from or 


A Righ_. 

q And he owned those drug outlets where? 

A In Las Vegas and in California, Los Angeles. 

He may have had one in San Francisco, I'm r t sure, 
but I think he had about six in total, an’ I think two 
were in Lae Vegas, one in San Francisco, and ]ybe three 
in Los Angeles. 

q In any event, we would be safe in assuming, would 
we not, that he owned drug outlets in California and 
Nevada? 

A And Nevada. 

Q None outside of those two states, I take it? 

A Not to my knowledge. 

P Now we have get Mr. Sparracino, Mr. tlorie, 

Mr. Feuerman and Mr. Riddle. Who else if anybody was 

there? 

A It could have been another friend of mine. Is 
it important that I remember all this if it does not 
peTtain to it or you want to hear it anvway. 

q I would like to hear it. 

A Well, there is one fellow, Fred Klingler, hut 


he is dead now. 
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0 Well, let's not pass over him. How Ho vou spell 


his last name? 

A Klinrler, K-l-i-n-g-l-e-l. . . 

Q And he was a friend of yours? 

A Yes, he was a paper supplier of rine in l.os 


Angeles . 

Q Paper supplier. 

What other business if any was he engaged in? 
A Just the paper business, to my knowledge. 

Q Where did he do business, in l.os Angeles? 

A He did business on the West Coast. His plant 


was in Torrence, California. 
Q Torrence? 


A T-o-r-r-e-n-c-e. 

0 Did he do business cast of Nevada or east 
of California? Maybe that is a better way of putting it. 
A East of California? I don't know. I would say 

California. 

Q Just California. 

A Well, just as a guess. 

Q Can we say that he did business solely west 

of the Mississippi? 

A Yes. 

0 Now we have got five individuals in addition 
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to ydu, Mr. Posen ard your wife. Incidental ly,was Mr. 

Posen's wife with him? 

A No, she was not. 

Q Who else did you meet in Los Anr^ies? 

A I know a lot of people there. I just can't 

remember, you know, all the people. 

Q All those that you can remember at this tine. 

A I have to limit it to that without pucssing. 

I know 500 people in Los Angeles and about a thousand 

in Las Vegas, so I just -- 

Q The only people that you can remember at this 

point that vou snoke to out there were Mr. Sparracino, 

Mr. Horie, Mr. Feuerman, Mr. Riddle, and Mr. Klingler. 

Is that right? 

A At this time that's all. If you want to read 

a name to me and I will remember 

Q No, no, you are the witness. 

A I just don't recall, you know, any particular 
meetings with Mr. Posen other than these that we have. 

Q This is the Los Angeles group, right? 

A Right. 

Q Let's turn to the Las Vegas group. 

A We are going to have fun on this one. 

Q As I understand, you first went to I.os Angles. 


£ 





I 
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,„d then vou care back, and on the wav back von *t*W j 

} 

in Las Vegas: right? . 

i 

A Pigiw. ! 

•. j 

Q Let's cover Los Vegas. I take it you and 

Rosen and your wife were in Las Vegas as well, is that 

right? 

A Right. 

q Whom did you meet there? 

A Major Riddle for one. 

0 All right. We have already covered him. Mr. 

Piddle was there. Who else? 

A Boh Kelly. 

q Bob Kelly. Who was he? 

A At that time he was the maitre d'at the Runes 

Hotel and a friend of mine. 

Q What business was he in? 

A He was a maitre d'. 

q That is all. Okay. Who else? 

A It's voluminous. I could name inn people. 

Q Let's Veep going. 

MR. HOEY: Your Honor -- 

q I don't want any chitchat but who you talked 

to in the way of business out in Las Vegas. 

A Oh, in the way of business. Mr. Snarracino. 
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Q ? take it Mr. Sparracino is tl'.c sane Mr. 

Snarracino who was in Los Angeles? 

A Right, right. 

Q Who else? 

A Rob Kelly. 

Q Mr. Kelly is the maitre d’ at the Dunes’: 

A Yes. 

Q So we have covered him. 

A He knew everybody that was anybody out there. 

He was out there for about 20 years. And I thought he 
could be helpful to Mr. Rosen. 

Q He knew a lot of people in Las Vegas? 

A Right. 

Q Who else? 

A Mr. Riddle, I said. 

Q All right. 

A A fellow named Robert Mandell. 

Q P.obert Mandell. 

A I believe we met him out there at that time. 

Q Who was Robert Mandell? 

A I was in the real estate business out in Las Vegas 

and he worked for me out there. 

Q You were in the real estate business and he 



worked for you out there. 
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/• Right. \nd ny - * 

q what did he do other than the real estate, o, 

other than real estate, if anything? 

A I think he was a clothing salesman in a retail 


outlet. 

Q Anything else? 

A What else Mr. Mandel did? 

Q Yes. 

A Just a real estate man and that. 

Q All right. 

A And -- 

Q Who else was there beyond Mr. Mandel? 

A I think Mr. Rosen met my attorney, Mr. Louis 


Wiener. 

Q Louis Wiener. And his offices are where? 

A In Las Vegas. He is my attorney out there. 

Q I see. Now, other than being an attorney, is 

Mr. Wiener also a businessman of some sort? 

A A very good one. 

q What businesses is he engaged in? 

A Real estate and hotels. 

Q What else? 

A I think he is a director of a bank out there 

lie might have been at the time. 


I could be wrong. 
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9 Anythi r r else? 

A No. Just real estate and hotels. 

0 Beyo.id Hr. Wiener? 

A I think Hr. Rcsen net my partner, Louis 
Davidson, who was my nartner. 

Q Let's drop back, and I don't near to interrunt 
you, but we will pick it up. I take it *\*. Wiener was 
your attorney. Was he also Mr. Rosen's attoi..ey? 

A He would have been if they ventured out there, 

I am sure. 

Q I see. But at this point -- 

A At this point he was my attorney, yes. 

0 And Mr. Rosen had not known Mr. Wiener nrior to 

A To my introduction, I don't think so. 

Q -- this occasion. Going beyond Mr. Wiener, 
whom do we have? 

A Mr. Davidson was out there. 

Q Mr. Davidson? 

A Louis Davidson. 

Q What does he do? 

A He was my partner in the real state operation. 

Q In Las Vegas. 

A In Las Vegas. 


Q What else docs he do? 
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Me doesn’t do anything. Ho is dead, too. 


with Klingler. t 

i 

Q Mo, no, I mean what did l.e do .1 .1966 or 1°6V? 

A Just real estate and construction. 

O What else, if anythin?? Nothin?" Just real 
estate and construction? 

A Other than wc may have talked to ■’nothcr hal f 
a dozen people. We weTe there, I think, about six or 
seven davs, because mv wife pot ill. We were onlv going 
for two davs. fly wife got ill and we stayed an additional 
three or four days. And we could have talked to a lot 
of people, but this is ten years ago, I believe, you 
know, eight years ago, and it is hard to remember. 

Q I just want what you remember now. 

A Yes. 

Q You planned to stay for two and you stayed 
for five or six because your wife got ill. 

A Right. 

0 Is there anybody else that you and Mr. Rosen 

to your knowledge talked to in the way of business in 
has Vegas? 

A I can't remember any more specific names. 

MR. BUSH: I have no further questions of this 


witness 


THE COURT: Mr. lloey? 


i 
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i 

•in, Honv: I have no further nuestions, youv Honor} 


THE COURT: Thanh you, Mr. Stern. You nay 


be excuse.., sir. 


THE WITNESS: Thank you. 


(Witness excused.) 


MR. HOEY: Mr. Zuckerman. 


BENJAMIN 


ZUCKERMAN, a witness 


called by the defendant, beinp first dulv sworn, 


testified as follows: 


DIRECT EXAMINATION 


BY MP. HOEY: 


Mr. Zuckerman, what is your business or occupation 


I am the president of Mr. Hanger. 


Do you know Larry Rosen? 


Yes, indeed. 


How long have you known him? 


25 to 30 years. 


Q , Are you related to him through marriage? 


Yes, I am. 


What is your relationship? 


My wife's sister is his mother. 


Are you feeling well, Mr. Zuckerman? 


No. I had to come out of a sick bed to testify. 


MR. BUSH: I am certainly willing to let Mr. 
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United States of America, f 


vs. 


Paul Lawrence Rosenrauch 



73 Or. -*H<3 


334A* 


Me«» York, ::. Y. 
t7 e v *ruary 29, 1074 - 3. : ,30 

(In ooen court - jury oresent,) 

mT * T ' COURT: Good morning, ladies ai.l gentlemen. 
Mr. Muso c f. 

MR. HUSor-f. Your IIonor> the aefendar t calls Mr. 
oonrad Ekert to the stand. 

r ° H R A D CKS-^T, called as a witness 

in behalf of the defendant, having been first duly 
sworn, testified as follows: 

DIRECT EXAMINATION 

3Y MR. MUSOFF: 


O 

A 

0 

A 

r» 

Manger? 


Mr. Ebert, what is your occupation? 
Controller for Mr. Hanger, Incorporated. 

How long have you been so emoloved? 

October, 1972. 

hThat are your duties as the controller o^ Mr, 


A I an responsible for the books and records of Mr. 
Hanger, filinc tax returns, nreoarinn the financial state¬ 
ments of the company and al] o e its subsidiaries. 


^"VtSTJSi£lSiiiaK£*' g ^ ou "™ ou *« 


25 
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o In the normal course of your duties as controller 
of *'r. Uanuer do <'ou keep custo-v of all c e the financial 
records of that corporation as well as its subsidiaries? 

A Yes, I do, excent for M r. Manger Quebec which 
we have a limited investment. 

o was Utility Moldinn Corporation a wholly owned 
Subsidiary of Mr. Manner? 

A Yes, it was. 

0 I show you Defendant's Exhibit B marked for 
identification. Would you please inspect that? It is a 
folder of documents. 

A These are the records of Utility Uoldinn for the 
year ended 1/31/68. 

o Were those records prepared and kept in the 
ordinary course of business? 

A Yes, they were. 

n Was it the ordinary course of business to keep 


and makr those records? 


A Yes. 


MR. MUSOPFi Your Honor, I offer Defendant's Ex¬ 


hibit D for identification in evidence. 

MR. BUSH: Might I see it first? 


THE COURT: Certainly. 


MR. BUSH •. I would enter an objection on the ground 
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n c relevancy. t it, t'-es a ar'* the rc'cor ,1 ‘= o'" 

'’tilit” ’'old.irn Commanv tor th* 1 n-'r!'?' 1 online January 31, 
1°68. I don't «oe the relevancy n r it. 

m,TT ' r lUM'T: n* r hand I don't either. course, 

• ' 

T haven't seen the documents hut oerhaos ou can helo gov¬ 
ernment counsel and the '"ourt, "r. M usn.f*. There oust ho 
some oortion o e these records — 

’R. *gjpnee. ohere is, your I!or„". If you recall 
the government similarly offered documents oei -ain.l.ng 
to a ^iseal ”onr-ond Jaruar” 31, ,( 5 n . 

TTTC engy*?: Mo. n n that simnlistic notion every¬ 
thin^ that haooened in 1968 in t^e world would pour in 
here. You don't mean that. More seriously, please, there 
must be some portion of the record that you are interested 
in that has something to do with our caBe and if so could 
you show it to Mr. Iu3h so that v/e know '/hat i3 going on 
here? 

MR. MU c OFF: Yes, your Honor. 

(Pause.) 

MR. BUP”t I think oerhaos counsel should make an 
offer of proof on the record because I an going to object 
to it on the nrounds that it is entirelv collateral. 

T!ir (yviRT : Maybe I can save some time. 

Would you let me see this nlea.se, Mr. Muso*f. 

•OUT MI KM DISTRICT COURT RCRORTIRS. UJ. COURTMOUSC 
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.7. rjrr-"- • Vo^, your ‘'one .:. 

I thin!: oerho.os, vour "or.or, ,i p f’o make an of;cr 
of nroof the relevancy will become road_ly apparent. 

T rr COURT: You are offering ax of these things 
which aro largely work sheets, every bit of this you want 
to offer? 

MR. MtJSOFFs Mainly the earth receipts rnd dis¬ 
bursements, your !!onor, but I didn't v/anf tc disturb that 
folder. 

C!! r COF^T: I don't blame you for not wanting to 
disturb the folder. That doesn't mean you have to offer 
everything willy-nilly into the record. I an going to sus¬ 
tain the objection without prejudice to you at some later 
tine at the next recess to make an offer of proof if you 
caie to, 

I see nothing in there that has anything to do with 
our case at all. As I say, I will allow you to do this. 

Have you got anything else you want to ask Mr. Ekert? 

MR. MUSO^F: Yes, I do. 

THE COURT• Why don't you proceed with whatever 
else you want to ask Mr. Ekert and when you get to the 
ooint where you are completed, except for this subject, let 
ne know and we will take a short recess and consider it. 

MR. "HROFF: Thank you. 
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/-> »» r# Ekert, I nov: show you a document narked as 

Defendant' 3 Exhibit C for identification, Mould you please 
inspect that docunont and tell us '-’hat it in? 

■i 

A It is the annual resort of Yankee Plast’~s, Inc. 
as submitted to the shareholders of the conorny. That is 
for the year ended l/31/ r ' ) . 

0 ^as that record prepared in the ordinary course 

of business? 

A. Yes, it was. 

Q kas it the ordinary course of business to prepare 
and keep such a record? 

A Yes. 

!1R. MUSOFF: Your Honor, I offer Defendant's Ex¬ 
hibit C in evidence. 

MR. BUSH: I am qoinq to enter an objection again 
on the grounds of relevancy. This is for the period, as I 
understand it, ending January 31, 1969 for the parent company 
THE COURT: Again, Mr. Musoff, I have to assume 
there must be some particular portion of this annual report 
that you consider relevant and it might helo matters if you 
will show Mr. Cush quietly what that is and I suggest to 
you, Mr. Bush, that you might be well advised to look at 

it and then I will hear you again. 

MR. BUSH: Same objection, your Honor. 


•RUTMKRM DISTRICT COURT R1PORTKRS. U.». COURTMOUlt 
ROCKY • QUARK, NK* YORK, N.V. CO 7-4M0 








Ekert - direct 


422 


jak 


339A. 


MR. -wrOPr* Vour '*onor, T nn croinrr to be con¬ 
fronted with thin with each ami everv -- 

TH2 COURT: May I see the document, pi«_use. 

MR. • JSOFF; y es , sir. . 

THE COURT: Is there one particular entry or 

J % 

entries here, *’r. Musoff? 


♦ MR. T !U*10FF: Yes, there are., vou* hnor. One of 
the entries under the eisset column and nrt.» 4 to that 
statement. 


THP COU^T: All riaht. Prom vmat I see I agree 
v.’ith the objectina party, the government. I an going to 
sustain the objection to this on the grounds of relevance 
without prejudice to your right to make an offer of proof 
on this after you finish on anything else you want to got 
from this witness. 


BY MP.. MUSOFF: 

0 Mr. Ekert, I now show you Defendant's Exhibit 0 
for identification. Would you please insoect it and tell 
us what it is? 


THE COURT: You call this Defendant's Exhibit 0? 
*TR. ’RJSOFF: Yes. Your Honor, T have skipped to 
n because the intervening exhibits — 

THE COURT: That is all right. I wasn't sure I 
heard vou. I am not criticizing you. 
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■ «-> 

7 

2 

% 

- ' T ’h‘»sn ?ro the books of ori' ■*r;^1 entry for Mr. 

. # /■ 

8 

Varner for 196<i, That woul' 1 include the c sh receipts, 'fir;- 

( 

4 

burser.ents an* ’*hatever other journals .-e would hoop. 


5 

T as that record orepared In th; ordinary course cf 


6 

» * . 

business? 


7 

A Yes. 


8 

n -' Tas it the ordinarv course of business to prepare 


9 

and keep such a record? 


10 

A Yes. 


11 

MR. IIUSOFF: Your Honor, I offer Defendant's 


12 

Txhibit <"> for identification in evidence. 


U 

THE COUhT: Forgive no, gontlenen, but once 


M 

again, I pray you to think about what is going on here and 


15 

to realize that there nust be sone specific page or entries. 


16 

. \ 

I can't conceive that all o* the entries in the books and 

» 

17 

journals of Hr. Hanner are what you are wanting to bring to 


16 

our attention. There nust be something specific, in other 


18 

vjord s. 


20 

MR. fRJFOF^; Your Honor, may I aonroach the bench 

• 

SI 

at this Doint? 


S 

THF COMET: Sir, this is not an untypical or 


23 

irrational request on my part and I beg you to be patient with 


24 

ne because I know whereof I speak and it does nothing to 


25 

prejudice you. You listen to ne. 

• . 

• 
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i 

2 

here mu-.t bo I renoat — one or two or whatever 


3 

f 

’"it something socci-ic. Von don't -ant to just dump all the 


4 

books in here willv-nilly just for the pleasure of it, I 


5 

•n sure. 


6 

MR * ' tU55opp : !I o, your Honor. I can't want to 


7 

duno the record in willy-nilly. 

i • 


8 

THE COURT; Would you mind then showing what you 


9 

| have ln mind to government counsel so that the issue is 


10 

sharpened and we know where we are going? You show Mr. Dush 


11 

what it is you really want to offer hare. 

- 

12 

! MR. MonoF**: Yes, sir. 


13 

(Pause.) 


14 



15 

1 


16 

\ 


17 



18 

• 


19 



20 



21 



22 



23 

• 


24 



25 
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2 

MR. BUSH: I have heard the explanation, your 


3 

Honor, and I am not sure that there has been a proper founda¬ 


4 

tion for the admission of the exhibit. On that basis I am 


5 

going to continue to object until such a foundation has been 


6 

laid. 


7 

THE COURT: Would you mind either putting a paper 


8 

clip or in some other way designating, so I can understand 


9 

this in whole or in part, Mr. Musoff? 


10 

MR. BUSH: May I also make ju«t one inquiry on 


11 

voir dire? 


12 

THE COURT: One thing at a time. May I be shown 


13 

this thing so that we can move along here? 


14 

MR. MUSOFF: If your Honor please, I think we could 


15 

save the court's time if I approach the bench and make an 


16 

offer of proof with regard to all of the exhibits I intend 


17 

to offer at this time. 


18 

THE COURT: You may be right, but since I don't 


19 

know what otherwise — 


20 

MR. MUSOFF: Piecemeal it will be quite difficult 


21 

I 

to understand the th ru st of what I am attempting to get 


22 

across. 


23 

THE COURT: You may be right, but for the moment 


24 

I am still trying to find what is in this — 


25 

MR. MUSCFF: The cash disbursements, your Honor, 
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aU ° f thC CaSh «»‘><>™emont. in that boot, which covers the 
fir.'.t half of the calendar year 1966. 

THE COURT: Mr. Bush, getting back to your latest 
request, what was that again you want? You want to ask Mr. 
Ekert something on voir dire? 

MR. BUSH: I just want to establish one fact on 
voir dire, which is unclear in my own mind. But, as I say, 
my objection, I think, will be the same. 

VOIR DIRE EXAMINATION 
BY MR. BUSK: 

0 Mr. Ekert, you testified that these were the bocks 

cr part of the books end records for Mr. Hanger 

for 1966. By that do you Mean the fiscal period ending 
January 31, 1966? 

A 1/31/67. 

MR. BUSH. I see. I am going to object on the 
ground that an improper foundation has been laid for the 
admissibility of the documents. 

THE COURT! I am not sure I understand you at all 
on that point. But what I am concerned about is that I can¬ 
not see the relevance of most if not all of the so-called 

cash disbursements which appear in these books of original 
entry. 

Do 1 understand. Mr. Musoff, that you have a whole 
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hofct of various corporate financial records which you purport 
to offer here? Is that what you are trying to say? 

MR. MUSOFF: I would characterize it this way: 

The corporate records woulc consist of the cash disbursements 
the general ledger, and the oetty cash records covering the 
entire calendar year of 1966. 

In addition, there are other corporate records 
consisting of Forms 10 and 10-k, which were submitted to the 
Securities and Exchange Commission in Washington, and certain 
annual reports of the corporation, which I believe reflect 
material which is extremely relevant and pertinent to this 

i 

case. If I may be permitted to approach the bench and ex¬ 
plain myself, it would be clearer. 

THE COURT: I think, since so far I can see no 
possible relevance whatsoever, but since you are entitled to 
be heard on that, what I am going to do is to ask the jury 
to take a brief recess so it can be comfortable while we 
go into this. 

We will call you back as soon as we can, ladies 
and gentlemen. 

(The jury left the courtroom.) 

THE COURT: What is your explanation of all of this/ 

MR. MUSOFF: Your Honor, perhaps let me take one 
batch of records at a time. 
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2 

With respect to the annual reports of the corpora¬ 


3 

tion that were sent to stockholders and the Form 10 which 


4 

went to the Securities and Exchange Commission, and the 


5 

various forms 10-kwhich also went there, these reflect quite 


6 

Clearly that, first of all, Mr. Hanger had a wholly owned 


7 

8 

9 

10 

subsidiary known as Intercontinental Hangers; that Inter¬ 


continental Hangers had loaned substantial amounts of money 
to its officers; and that as a matter of fact those loans 
constituted the major asset of the Intercontinental Hangers. 


11 

THE COURT: Just a minute. Let me stop you right 


12 

there. If this is what you want to prove, I must submit that 


13 

I have never seen quite anything like this, because no one. 


14 

I submit, would ever understand you, mainly because, as I 


15 

have been trying to pointedly tell you for the last 20 minute 

5, 

16 

you just don't dump in a whole set of books and records 


17 

willy-nilly and expect to impress anybody as to what you 


18 

are talking about. 


19 

We have so fc- ji, the agenda the records of Utility 


m 

Molding. What this has to do with your argument I cannot see. 


21 

Second, we have the annual report of Yankee Plastics. Third, 


22 

we have the 1966 books of original entry of Mr. Hanger. 


23 

MR. MUSOFF: May I take them one at a time, your 


24 

Honor? 


1 

THE COURT: What I am trying to say, Mr. Musoff, 


1 
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is that, though it is already demonstrable that this has beer 
not the best-tried tax case in the world, we have been going 
swimmingly, compared to this procedure. You have got to 
delineate for your adversary and for the court what you are 
doing here; otherwise you cannot expect to impress anybody. 

MR. MUSOFF: All right, your Honor. 

THE COURT: How in the world the records of 
Utility Molding for 1968 have anything to do with the point 
you are arguing I cannot conceive. 

MR. MUSOFF: I was not arguing that point with 
regard to the records of — 

THE COURT: It was your opening offer. 

MR. MUSOFF: My opening offer was addressed to 
something else, your Honor. On page 164 of the transcript 
Richard Bertoli on recross gave an accounting of funds in 
which he states that Mr. Rosen utilized to his personal 

\> I 

benefit funds that were deposited in Utility Molding. He 
said that $4,000 was paid to Martin Goldman, $1800 was 
paid for moving expenses. And if you go on, your Honor, 
to — 

THE COURT: Wait a minute, Mr. Musoff. I see what 
you mean. I have the transcript here. 

MR. MUSOFF: Well, your Honor — 

THE COURT: Just a minute, will you? I have never 
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heard anybody quite like you in one of these trials. 

In other words, even though this came out on re¬ 
cross examination, you want to demonstrate that this is not 
so, through the records of Utility Molding. 

MR. MUSOFF: That is correct, your Honor. 

THE COURT: Then I think you ought to show first 
government counsel and this court what you are referring to 
in Defendant's exhibit B. Just dumping in the records 
willy-nilly is not the way to do it. It is the easiest thing 
in the world to dump records all over the building, but it 
does not help anybody in any way, least of all you. 

MR. MUSOFF: Your Honor, I apologize for that. 

I don't intend to dump the records. What I intend to do was 
to have these identified and then have the witness run throug■ 
this to show that the only amount that was received by Mr. 
Rosen was $6,870, which was charged to his loan account, and 
that there were no other checks drawn for his benefit, and 
that he did not receive $18,000 or moving expenses or anythin* 


Ekert-direct 


else. 


THE COURT: Fine. 


MR. MUSOFF: That is why I wanted these records in, 


your Honor. 


THE COURT: If you could have only told your 
adversary and the judge about this, we might not have been 
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348 \ 


MR. MUSOFF: I did tell my adversary. 

THE COURT: That takes care of Utility Molding for 
the moment. 


What about the annual report of Yankee Plastics? 

MR. MUSOFF: The annual report of Yankee Plastics, 
your Honor, that was sent to the stockholders clearly reflect 
an entry under the asset column, "Investment In and Advances 
To Wholly Owned Subsidiary Not Consolidated, see Note 4." 


£ 


When you turn to note 4, your Honor, it indicates 
that Intercontinental Hangers was a wholly owned Canadian 
subsidiary, and it states very explicitly • that the prin¬ 
cipal asset of the subsidiary.company consisted of loans to 
officers and employees of the parent company, amounting to 
$36,648, which represented 58 percent, more than half, the 
subsidiary's asset. 

The government's contention is that these payments 
from Intercontinental Hanger to Mr. Rosen were done in some 
sort of surreptitious manner. 

THE COURT: Hold on. First of all, the argument 
about the loans you can already argue on better evidence, to 
wit, do you remember those Canadian gentlemen who came in 
here from that firm in Montreal? 

MR. MUSOFF: Yes. 


I 
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THE COURT. We all know the story about the loan. 
That is already in the record. 

MR. MUSOFF: That is true, your Honor, but I think 
it important that the jury understand that also the federal 
government was apprised of this in the Forms 10 and 10-k. 

THE COURT: Wait a minute. Wait a minute, please, 
one thing at a time, Mr. Musoff. You already decided this 
case, I know that, but that is not what we are doing here. 

I will not receive defendant's exhibit C, the 

annual report of Yankee Plastics. That is just a red herrinc 
more than anything else. 

MR. BUSH: Before you make up your mind on 
Defendant's exhibit B, could I be heard briefly? 

THE COURT: I have not made up my mind and I am no 
going to make up my mind until I hear you again. 

But let us go back. My main trouble is to under- 

what is going on here. Now we come to Defendant's 

exhibi, 0 for identification, the books and records of 

original entry for the year ending January 31, 1967, of Mr. 

Hanger. There are a lot of cash disbursements shown in those 
books. 

MR. MUSOFF: Your Honor, what I intend doing, in 
addition to that, is introducing the other exhibits which 
consist of the general ledger for that year, the cash dis- 
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2 

bursements, and the petty cash,to show the total amount of 


3 

funds that came out of Mr. Hanger to Mr. Rosen. My expert's 


4 

testimony will be based upon his analysis of those records 


5 

and what he found, and his schedules will be based on those 


6 

underlying records. 


7 

THE COURT: Fine. But what in the world does it 


8 

have to do with these charges on trial? The government does 


9 

not charge that your client got any monies out of Mr. Hanger 


10 

as such. 


11 

MR. MUSOFF: That is correct. 


12 

THE COURT: Correct, Mr. Bush? 


13 

MR. BUSH: That is correct, your Honor. 


14 

MR. MUSOFF: However — 


15 

THE COURT: However what? 


16 

MR. MUSOFF: However, appended to the Defendant's 


K 

. 

1966 income tax return is an accounting for $7800 received 


■ 

in addition to his wages for travel and entertainment expen¬ 


1 

ses. Although the form 1099 is made out in the name of 


1 

Mr. Hanger, it is our contention that that $7800 includes 


I 

whatever monies he received fjom Progressive Drug. Because 


1 

when you total up the entir£ amount — 


I 

THE COURT: Wait just a minute. How would the books 

i 

■ 

and records that you are now claiming you want to offer ever 


1 

prove such a thing at all? 

I 

1 
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MR. MUSOFF: Because if the total payments received 
by Mr. Rosen from Mr. Hanger from all sources reflected on 
those records amounts to less than $15,600, which is the 
salary, plus the $7800 in expenses, then it had to come from 
somewhere, and our contention is that proper reference is 
that the only other place he received the money for that 
type of expenditure was Progessive Drug. I think it is a 
fair inference. 

THE COURT: And if it is a fair inference, what 
does it do? Because it does not get at the government's 
contention at all. 

MR. MUSOFF: Your Honor, it indicates that he 
accounted for all monies he received during the year. And 
if he expended that money — 

THE COURT: This sounds like one of the more 
elaborate versions of the shell game, Mr. Musoff. I cannot 
buy that at all. From your own point of view that is absurd. 
That is a reductio ad absurdum, as a matter of fact. I 
cannot imagine that anyone would want to make that kind of 
argument. That just is astonishing. 

No, I am sorry, you are going to have to ccme uo 
with something better than that, because this is nor uiint 
this man is accused of at all. This man is accused of getting 
payments which wert- income and not loans. They have nothing 
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THE COURT: Mr.Musoff, I don't want to wrangle with 
you. All I am saying is that your offer of proof of till 
these propositions through the books and records of Mr. Hanger 
to me on its face is an absurdity, because that is not what 



this indictment charges your client with at all. None cf 


these payments are alleged to come from Mr. Hanger. There¬ 


fore, it seer.s to me to be a little absurd to be bamboozling 


this jury with a lot of red herrings thrown all over tno 


place about something that w r e know on the face of it could 
not have anything to do with our case. 


MR. MUSOFF: Your Honor, it is not my intention, 

i 

I 
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I am sure, to bamboozle the jury. 

THE COURT: I am sure it is not either, but don't 
you see what I am trying to say? On the face of it, it is 
an absurdity. It is raising an issue that the government 
does not raise. 


MR. MUSOFF: Your Honor, I respectfully disagree 

with that. 

THE COURT: In any event — 

MR. MUSOFF: Your Honor, may I just go one step 
further without belaboring it? 

THE COURT: May I suggest that what you do now is 
that you make your record as clear as possible as to whatever 
else it is that you wish to offer on this line through this 

witness, and let us get it identified so we know as exactly 
as we can. 

BY MR. MUSOFF: 

Q Mr. Ekert, I show you Defendant's exhibit D marked 

I 

for identification. Would you please tell us what that is? 

A Yes. It is the Form 10 filed with the SEC in 
Washington. It is a matter of public record. Included 
in this — 

THE COURT: For what company? 

THE WITNESS: This would be for Yankee Plastic, 
which is now known as Mr. Hanger, Inc., and all of its sub- 

I 

I 
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sidiaries. The statements included in here are consolidated 
and then the individual statements. 

THE COURT: What year? 

THE WITNESS: Of each company. 

THE COURT: What year? 

THE WITNESS: 1/31/69. 

THE COURT: 1/30/1969? 

THE WITNESS: 1/31/1969. 

THE COURT: Yes. 

MR. BUSH: What was the exhibit number on this, 

again? 

MR. MUSOFF: D. 

THE WITNESS: D. 

THE COURT: All right, what is next? 

No, no, I don't want any lectures about what a 
Form 10 is. 

MR. MUSOFF: No, I was not going to do that. 

THE WITNESS: You want to know — 

THE COURT: I said what is next? Please, Mr. 

Musoff. The next exhibit. 

MR. MUSOFF: My next exhibit is marked Defendant's 

exhibit E. 

THE COURT: All right. 
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355 A. 


4 3 7A 


Mr. Ekert, would you please inspect that and tell 


us what it is. 


A It's the annual report of Yankee Plastics, Inc., 
for the year ended 1/31/70, as issued to the board of 
directors and shareholders of the company. 
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Till: COUNTS That is year endina — 

'?!I]•' WITHERS: 3/31/70. 

TM 1 " 1 COURT * ’’hat is next? 

q Mr. Ekert, I now show you defendant’s Exhibit F 
for identification. 

A Form 10K of Yankee Plastics, Inc. and subsidiaries 
for the fiscal year ended 1/31/70 as filed with tnc SEC 
in Washington, and a natter of public record. 

O I now show you Defendant’s Exhibit 0 for iden¬ 
tification. 

THE COURT: That is the year ending January 31, 7> 

THE WIT-JESS: Yes, your Honor. 

THE COURT: All right. 

A This is the annual report issued to the share¬ 
holders of Ur. Hanger, Inc. fornerly Yankee Plastics, Inc. 
and subsidiaries for the fiscal year ended 1/31/71. 

THE COURT: All right, that’s good for identif¬ 
ication . 

q X now show vou Defendant ’ s Exhibit II ^or iden 
tification. 

A Forn 10K of Ur. Hanger, Inc. formerly Yankee 

PI as Lies, Inc. for th« *i*cnl year ended 1/31/71. 

O I no-.; show you Defendant’s Exhibit I for identif¬ 
ication. 


i 
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A Form 10K of Mr. Hanger, Inc. for the fiscal year 
ended January 31, '72. All the statements are on a con¬ 
solidated basis. 

0 I show you Defendant's Exhibit 3 for identif¬ 
ication — 

THE COURT: Wait a minute. 

MR. MUSOFF: P, I'm sorry. 

THE COURT: Is it P? 

MR. MUSOFF: Yes. 

THE COURT: We are jumping from I to P, all right. 

A This is the purchase and disbursement journal of 
T.LDD Corporation, formerly Mr. Hanger, Inc. from the oeriod - 
THE COURT: Run that by again. 

THE WITNESS: LLDD Corporation formerly Mr. Hanger, 
Inc. for the period July 1, 1966 through 3/15/68. 

MR. MUSOFF: I have several more exhibits, vour 

Honor. 

MR. RUSH: Might I get the dates on the last 

item? 

THE WITNESS: July 1, '66 to March 15, '68. 

MR. BUSH: I see. Thank you. 

THE COUE m : 'That is next. Hr. Husoff? 

0 I now show you Defendant's Exhibit Q for iden- 
tification. 
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A This is the general ledger of Mr. Hanger, Inc.v 
January 1, ‘66 through January 31, '67. 

Q I now show you Defendant's Exhibit R for iden¬ 
tification . 

A These are the petty cash slips of Mr. Hanger, Inc 
for the year, the calendar year, 1966. 

Q I now show you Defendant's Exhibit S marked for 
identification. 

A These are the cancelled payroll checks of Mr. 
Hanger, Inc., I guess this would be for the calendar year 
1966. Yes. 

MR. MUSOFP: That i8 it as far as this witness 
is concerned, your Honor. 

THE COURT: May I ask what Exhibit P, the purchas 
and disbursement journal of LLDD — 

MR. MUSOFF: It is one bound book. 

THE COURT: Mr. Musoff, I don't blame you for 
offering books but what I am tryino to find out is what is 
the part of it that you want to get in this case? I am 
not blaming you for not tearing up a book. Of course you 
don't want to do that. 

MR. MUSOFF: Only the part that affects the dis¬ 
bursements . 

THE COURT: Mhat has that got to do with our case 


SOUTHERN DISTRICT COURT REPORTERS. U.S. COURTHOUSE 
EOUEY SQUARE. NEW YORK. H.r. CO 7>43«0 






1 


jqk4 


Ekert - direct 


359A 


441 


2 

3 

4 


6 

7 I 

8 i, 


10 

11 

u 


u t 

15 


IB 

id 

20 

21 

22 

23 

24 

25 


I don't understand you. 

MR. MUSOFF: Again, your Honor, since we don't 
know how the $7800 was arrived at, the only way we can show 
that Mr. Rosen did not receive $7300 in addition to his 
salary from Mr. Hanger is to examine all of the disburse¬ 
ments of that corporation. If we come up with a lesser 
fiqure then I think we can make the inference that included 
in that S7300 amount on the return are the payments received 
from Progressive Drug. 


THE COURT: Look, that to me is, as I told you, 
one of the wildest inference possibilities I ever heard of 
in my life. I don't see how you are goina to prove it by 
the disbursement journals. Again, I remind you what this 
case is about. It isn't about that at all. The government 
aas out in evidence to the effect that look, Mr. Witness, 
would you mind stop waiving your hand. I am not talking just 
to edify you or anythinci else. I am trying to make a serious 
ooint and I wish vou would be polite enough not to inter¬ 
fere. 


on that 
way poss 
way, for 


MR. MUSOFF: I'm sorry. Judge. 

THE COURT: If you claim that that $7000 attache 
rider included any of these figures, there is a 
iblv you could prove that but not this way. One 
example, is to get the fellow who orepared that 


d 
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return to cone in here and say that that is what happened. 

Another way would be to get Rosen to say tnat 
is what hap pened, if in fact it happened. But to dump in 
the court a whole series of purchase and disbursement entries 

isn't going to prove that at all. 

MR. MUSOFF: If your Honor please, Mr. Bertoli who 

did prepare the returns says it didn't happen that way. 

But the records refute it. He says that this man received 
$7800 from Mr. Banner in addition to his salary. The records 
don't show that. Isn't it proper then under those cir¬ 
cumstances to bring 

THE COURT: Bertoli was here. I grant, he vasn t 
your witness, but a dumping ooeration isn't going to help 


us at all. 


I understand you can ask Bertoli about the^e 
things. If you claim he was the controller then, right? 
MR. MUSOFF: That is correct. 


THE COURT: There is no doubt about that, i-> 


there? 


MR. MUSOFF: Mo. 


THE COURT: Then I don't know why you didn t shew 
hi..\ these records which were under his domain. Mr. ^keru 
wasn't there then. I grant you Mr. F.kert could probanly 
identify these as books and records kept in the usual course, 


SOUTHERN OISTRICT COURT REPORTERS, K.S. COURTHOUSE 
.OLEY SQUARE, NEW YORK. N.Y. CO 7-4SM 



^ ^ —• 


Ekert - direct 


361A 44 3 


I don't dispute that. But if all of this is so, as you • 
claim it is, Bertoli was the guy to confront with this. 

MR. MUSOFF: Your Honor, nay I just point out one 


other thing? 


THE COURT: I am havinq such trouble with this. 
There are vast quantities of records here which are unshaned, 
unexplained. Now we cone to the general ledger. Defendant's 
Exhibit 0, which apparently covers calendar year '66 and 


January of 1967 too, is that right, Mr. Ekert? 

THE WITNESS: I'm sorry, your Honor. I have to 


look at ita^ain. 


! r 


THE COURT: I don't blame you. ~t is the general 


■ 1 * I) 

* j! 


ledger, I thought you said, of — 

THE WITNESS: This is from January 1, 1966 through 
January 31, '67. They added in the first month into this 
book. 


THE COURT: Again, Mr. ?tusoff — 

MR. MUSOFF: Only 1966, your Honor, is what we 


would be interested in. 


THE COURT: Fine. I 3m not so interested in the 


dates as I am what particular information. That book is 
as thick as my middle. Come on. You don't seen to get this 
at all. You have no right to fail to understand me about 
this. I am entitled to know what is goina on and so in the 
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jury. What portions of this do you claim are relevant? 

MR. MUSOFF: The entire record to show all of the 
oavments and where they wore charged to so that you could 
cull out from that what went to Mr. Rosen. 

THE COURT: Look, it seems to me that we are just 
going down the road for nothing more than an attempt to 
obfuscate the issues in this case. 

MR. MUSOFF: Our expert, your Honor, will testify 
that he went throuah each of these records and he is going 
to cone up with findings as a result of his inspection. 

THE COURT: That is another problem. You are 
trvino to offer these books and records in now willy-nilly 
without reservation. 

MR. MUSOFF: Your Honor, as far as these books 
and records are concerned should I put the expert on and then 
say what records did you examine and then have them identit'ie 

THE COURT: That might be something else but that 
is why I have been totally puzzled. V7e have lost a whole 
hoar by your confusing presentation. I don't know what is 
moincr on here. 

MR. MUSOFF: 1 wanted to identify these records 
as ; ei.ig bona fide records. 

7!T n COURT: You offered them in evidence. That 
is what I call a dur.ipincr operation. I didn't know what your 
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expert was going to say. You didn't tell no and you don't 

nave to. I don't know what you are qoing to do in this 
case. You bring in Mr. Ekert and you say "Judge, we offer 


those." 


MR. MUSOFF: He is the only one at the present 


tine -- 


14 !l 
I 


THE COURT: I think I am beginnina to see the 
light. All you wanted to do, quite properly, was to get 
somebody to authenticate the books and records? 

MR. MUSOFF: That is correct. 

THE COURT: Then I wouldn't bother to offer 
thnn. i would get them authenticated so Mr. Dush can’t argue 
they are not the books and records, i.e., they are not 


common. 


23 ! 


Let me go back. Apparently you do wish to offer, 

* through 'r. Ekert, however, some portions of the records of 
the Utility Molding Company for 1963? 

MR. MUSOFF; m hat is correct. 

, COURT: D for identification. Apparently 

j y° u ,;ish co of - e r this solely on the issue of the cred¬ 
ibility o r "r. Rertoli. 

MR. ”USOr*F: That is correct, your honor. 

:m. COURT: Mr. Dush, take a look at Exhibit n. 
hhatever it is ne wants to offer, that portion thereof, now 
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that you and I understand this maybe you might not object. 


(Pause.) 


MR. nn.gr: I have an objection on two qrounds, your 
Honor. First my objection is that this, at best, is very 
remote and entirely collateral. I cannot see that it should 
be independently put in on this basis. They apparently laid 
the groundwork for this on cross examination. 

Secondly, I object on the basis that the books 
and records really don't say anything in and of themselves. 
They have laid no foundation for them. There are some names 
listed here, the meaning of which I don't know. I don t 
see where the 36,000 cane in or whore it went out. They 
tell me 36,000 came in as part of a larger sun of money but. 
it is nowhere reflected here and the records are entirely 
meaningless. 

I don't even think they pertain to the issue for 

which they desire to introduce them. 

THE COURT: In regard to the last, perhaps you 
are right, but that is beyond my competence to understand. 

I think the first part of your point though is what 
troubles me. Standing alone these records are inconclusive, 
anbiouous and nay indeed nave no relevance even on the 
limited basis which Mr. Musoff suggests. 

I don't know whether ’i r . Ekert can explain that. 
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Maybe he can, I don't know. But I don't see how he could 
because he v/asn ' t there then. 

You tell me, Mr. Musoff. 

HR. MUSOFF: As the chief accounting officer and 
financial officer of the company he can interpret these 


records and he can testify, your Honor, that the only dis¬ 
bursement to Mr. Lawrence Rosen out of Utility .Molding during 
'67 was a check in the amqunt of $6,370 which was reflected 


11 II 


as a loan to him. That no additional funds from Utility 
Molding during that period were disbursed to Mr. Lawrence 


U ! 


Rosen, neither the $4,000 that Mr. Bertoli attributed to 
Mr. Rosen as having gone to Mr. Goldman or $1000 in moving 


expenses. 


THE COURT: But, you see, again, there is another 
problem. Right on the very page you point out there is the 
answer which he gave, the reason why it was put into Utility 
Molding was that half of that money was supposed to go to 
Joe Abrams and he felt Joe Abrams would complain if the 
money was deposited into Utility Molding. I can't believe 
that Mr. Ekert is going to be able to explain all of that. 
Unless he was there contemporaneously -- 
MR. M'JCOri’: Me wasn't there, your Honor. 

Tilt; COURT: Again, I don't understand why you 
didn't put this to Bertoli. Mo was the man who was there 
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2 

then. 

3 

MR. DUSII: There really is an improper foundation 

4 

as well in the sense that they did not lay a foundation for 

5 

impeaching Mr. Sertoli on this by referrinq him to any 

6 

particular statement — a similar situation that we were 

7 

confronted with with Mr. Zuckerman yesterday. 

8 

THE COURT: In any event, gentlemen, I am not going 

* 

to receive Defendant's Exhibit R. However, if you do 

10 

recall Mr. Dertoli for the other reason you had in mind, you 

11 

remember that, Mr. Hoey, why, certainly you would have the 

12 

riqht, as I see it, to inquire of him with respect to the 

13 

1 

contents of Defendant's B for identification. 

14 ! 

At the Drescnt tine I will not receive any of these 

15 

other proferred exhibits without prejudice, however, to 

16 

re-offer at any later date here with another witness if it 

17 

becomes clear then that these documents are relevant. 

18 

Oo you have any other questions under these rulings 

19 

o* Mr. Ekert? 

20 

MR. I1USOFF: Mo, your Honor. 

21 

THE COURT: I take it you don't V’ant to cross 

22 

examine him? 

23 

MR. 3U5Ui: \'o, I don't, your Honor. I might just 

24 

suggest that it seems to me, as I listen to ilr. Uusoff, any 

25 

Curtier testimony I am going to object to as well. 
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THE COURT: I don't think that will come as a • 
surprise to Mr. Musoff and to Mr. Hoey. 

MR. BUSH: I am sure it won't but I wonder if we 
are going through with a futile gesture — 

THE COURT: I don't know what the defense is going 
to do next. That is left up to them, in the first instance 
at least. I can only say that we have to give Mr. lusoff 
a chance. Whatever he is goina to do, he is going to do; 
and if you want to object, you are going to object. Just 
as surely as vou two are going to do those things, I am qoing 
to rule. 

Thank you, Mr. Ekert, you may be excused. 

(Witness excused.) 

TiiE COURT: Gentlemen, let's take a five minute 
recess right now and then we will come back with the jury. 

(Recess.) 

(In open court - jury present.) 

THE COURT: Before we begin, Mr. Musoff, if I can 
just hrinn the jury up to date. 

Ladies an.l gentlemen, I think in your absence 
v/c* have straightened out what our technical oroblens are 
at the moment. Suffice it to say now that Mr. Ekert has 
identified certain tecords and they have been marked :or 
identification oniv and the government has indicated that 
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2 

they don't wish to cross examine Mr. Ekert in his identif¬ 


3 

ication of ail these records so he has been excused. 


4 

| 

We are going to proceed with some other evidence 


5 , 

from the defense. 


* : ! 
t 

MR. MUSOFF: The defendant calls Mr. Gelfand to 


7 ; 

the stand. 


e 1 

| 

SIDNEY GELFAND, called as a 


<7 jj 

v/itness in behalf of the defendant, having been first 


10 

duly sworn, testified as follows: 


11 

DIRECT ERAMINATION 


12 

BY MR. MUSOFF: 


P 

Q What is your occupation? 


14 ! 

A I am a Certified Public Accountant specializing 


15 

in tax natters. 


is ; 

o What is your occupational background? 


17 

A In 1923 my first employment was with Loews, 


► 

18 

Inc. MG!! as a statistical clerk. Later on I became an 


19 

aid co the controller and assistant treasurer and subseguentl 

•/ 

20 

I becnae their tax representative where I remained for 13 


21 

■/ears. 


22 

MR. BUSI!: The government would waive any further 


23 

qualification of Mr. Gelfand. 


21 

MR. MUSOFF: Thank you, Mr. Bush. 


25 

0 Have you made an analysis of the books of account 
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accounting treatment in 1968 of these particular payments 
to individuals described in the testimony in this trial. 

In all other respects I agree with you, and I will 
strike that testimony. 

MR. BUSH: Might the jury be given an appropriate 
instruction at this time? 

THE COURT: The jury has just heard me say that, 
and I am sure they understand that when the court strikes 
certain testimony, that means they are not to consider it 
in their deliberations, and I will repeat that instruction 
in my general charge, ladies and gentlemen. 

MR. BUSH I have no cross-examination of this 
witness, your Honor. 

THE COURT: Thank you, Mr. Gelfand. You may step 


16 


down. 


rv '' 
20 


(Witness excused.) 


THE COURT: Mr. Musoff? 

MR. HOEY: Mr. Rosen to the stand, please. 


22 1 


PAUL 


LAWRENCE ROSEN RAUCH, called 


as a witness in his own behalf, being first duly sworn, 

testified as follows: 

DIRECT EXAMINATION 
BY MR. HOEY; 
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2 


Q 

Mr. Rosenrauch, you are also known by the name 

3 

Lawrence 

Rosen? 

4 

I 


A 

Yes, sir. 

5 |] 


Q 

Or Larry Rosen? 

6 ' ! 

0 II 


A 

Yes, sir. 

7 

Q 

Are 

those the names by which you are known in business? 

8 


A 

Yes, sir. 

| 

» j| 


Q 

For how long a period of time have you been so known 

10 j 

by those 

names? 

11 1 


A 

Twenty years. 

12 | 


Q 

Mr. Rosen, will you kindly keep your voice up so 

13 

all 

the 

jurors can hear you. 

14 

1 


What is your business or occupation? 

15 


A 

I am a business executive. 

l<5 

l| 

Q 

By whom are you employed? 

17 

! 

A 

By Mr. Hanger, I^c. 

18 

! 

Q 

In what capacity? 

19 

i 

A 

I am the chairman of the board. 

30 

1 

Q 

Are you also the chief executive officer? 

21 


A 

And the chief executive officer. 

22 

! 

C 

By the way, how old are you, Mr. Rosen? 

23 

i 

i 

A 

I am 47. 

24 


0 

Are you married? 

25 


A 

Mairied. 
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2 

Q 

Do you have any family? 

3 

A 

Three children. 

4 

Q 

Girls or boys? 

1 

5 r 

A 

Three girls. 

6 || 

Q 

How long have you been connected with Mr. Hanger, 

’ 1 

Inc.? 


8 ! 

A 

Since about 1961, '62. 

0 l 

Q 

Was it known by another name when you first became 

10 connected 

with it? 

11 

A 

Yes. It was known as Yankee Plastics, Inc. 

12 

! 

Q 

i 

Was Ben Zuckerman connected with that concern at 

n 

I 

that time 

o 

14 

! a 

Yes, he was. 

15 

° 

Is he related to you? 

16 

A 

He is my uncle through marriage. 

17 

Q 

That is through your mother's sister? 

18 

it 

* 

My mother's sister. 

19 

|i Q 

Is he still connected with Mr. Hanger, Inc.? 

20 

: 

Yes, he is. 


In old Yankee Plastics you went to in 1961, is 

22 that correct? 

A Approximately. 

Q What was the nature of that business? 

A At that cir.e they were sellers of used hangers, 


23 

24 

25 
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clothing hangers. They used to buy and sell second-hand plastic 
and other kind of hangers. 

Q Did there come a time when they got into the 
manufacture of hangers? 

A Yes. I joined Yankee in approximately 1962, and 
in 1963, approximately sometime in 1963, we were involved 
in the manufacturing of plastic hangers. 

Q Has that business continued and expanded over the 
course of years? 

A Well, in 1962, the year I joined the company, it 

did about $150,000 business for the year, and last year we 

did ten and a half million. 

Q These are the disposable hangers upon which gen¬ 
erally women's garments are sold to the stores; is that 
what you are talking about? 

A Yes. The ones that break all the time. 

Q How long did you remain with Yankee Plastics? 

A During the course of my first employment with 

Yankee Plastics I remained from 1962 until the dispute with 
Jack Zuckerman, who was Ben Zuckerman's brother, in the 
latter part of 1964. In 1964 there was a dispute between 
Jack Zuckerman and myself and his brother was — his brother 
Ben was in the middle of it, and I decided to leave the 
company. 
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Q What was your position with the company at that 

time? 

A I was the president. And I left the company, and 
so did Ben Zuckerman and other members of the firm at the 
time. 

Q What did you do thereafter? 

A Shortly thereafter it was sort of a horrendous 
thing because it had broken up two brothers that had been 
close to each other for a period of years, and I was very 
despondent, and I left New York for a short period of time, 
and I had been offered a job with an insurance company in 
Florida, and I was considering it. Ben Zuckerman wanted to 
gc back into the hanger business, as this is what he knew, 
and he really asked me if I would go along with him and join 
him in that. I felt very guilty at that time that he left 
his brother, and I agreed to head up the new company that 
he was forming. 

Q What was the name of that company? 

A That was Mr. Hanger, Inc. 

Q Had Mr. Bertoli been connected with old Yankee 
Plastics? 

A Nc. I had met Mr. Bartoli in the old Yankee Plastic 
sometime in 1^63, I believe, through Mr. Abrams. He had been 
an accountant foi Mi. Abrams. He came up for a short period 
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of time to attempt to do some financing. It didn't work out, 

but I had first met him through that. 

Q Did you become friendly with him during the time 


you were with Yankee Plastics? 

A Yes. He was a young personable fellow and we had 

a good rc.pport together. 

When I agreed to go back to Yankee Plastics in 

19 sixty — 


Q No, no. 


A Pardon me. When I.agreed to go with Ben in Mr. 

Hanger in 1964, one of the problems was financing. I ran 
into Mr.Bertoli accidentally, and he was not doing very much 
He had recently sold his interest in the electronic company 


or the electronic company had gone out of business, and he 
had been in a real estate venture, and the real estate venture 

had ended 

MR. BUSH: I am going to have to object to all this 
unsolicited background information about Mr. Bertoli. 

THE COURT: Let us go back. Mr. Rosenrauch, I 
am frank to say I don't understand you. You told us that in 
late 1964, because of this dispute with Jack Zuckerman, that 
you left, Ben left with you, then Ben persuaded you to go 
back, and I thought you 3 aid into a company called Mishler 
Plastics, but I must have been wrong. 
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THE WITNESS: No. Mr. Hanger. 

THE COURT: So that in the same year 1964 you went 
back, and this time it is called Mr. Hanger. 

THE WITNESS: Yes. It was about four months later, 
I believe it was just about the new year. 

THE COURT: All right. 

MR. HOEY: Excuse me, your Honor. 

Q Was Mr. Hanger an entirely new venture that you 
were starting up? * 

A Yes, a brand new venture, and it started in, I 
believe, Christmas of 1964. 

Q Did Richard Bertoli join that organization with 
you and Ben Zuckerman at the time? 

A Yes. They were just the three of us. It was 
Richard Pertoli, Ben Zuckerman and myself. We started the 
company. 


22 ii 
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2 

O 

What v/as the nature of the business of Mr. 

3 

Hanger? 


4 

A 

Mr. Hanger was organized to design, patent and 

5 

r.anu^act 

ure disposable plastic hanger products. 

6 ! 

Q 

In other words, you wore goina into competition 

7 

with Yankee Plastic, Den Zuckerman, with which you had been 

8 

orcviouslv connected, is that correct? 

3 I 

1 

A 

That is correct. 

10 


MR. IIOHY: May I stay on this for chronological 

11 

ti: le? 

l 

12 


THE COURT: Yes. 

13 

0 

Did Mr. Hanger continue to do business under the 

14 

name of 

'r. Hanger manufacturing plastic and selling plastic 

15 

hangers? 


lf> 

A 

Yes, from the tine it war- organized until March 

17 

15, 1963 

• 

18 

O 

These are sold generally to the textile trade? 

19 

A 

To the annarel industry. 

20 

0 

March 15, 196P, what happened on that date? 

21 

A 

The company was then merged into Yankee Plastics 

22 

and Yankee Plastics had the right to use the name Mr. Hanger 

23 

because 

at that time they had a better trade name in tne 

24 

marketplace. ’ T e were doincr much better business than 

25 

Yankee. 
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0 In other words, your company, Mr. Hanger, got 
merged or acquired for its assets by Yankee Plastics, is 
that correct? 

A Yes, sir. 

Q That merger was completed on March 15, 1963? 

A That is correct. 

O Did the merged company operate under the name of 
Yankee Plastics? 

A For a short period, yes. 

0 Thereafter was the name changed? 

A Yes, it was changed to Mr. Hanner. 

0 Is that the name of the company which is pres¬ 

ently in existence? 

A Yes, sir. 


0 Let us go back now to 1965, if we may. You have 
now started up the new company with Ben Zuckerman and Bertoli 
is now employed there, is that correct? 

A That is correct. 

Q In v/hat capacity was he employed there? 

A He was the controller of the company. 

Q Would it be safe to say at this point that you, 
Zuckerman and Bertoli were the three principals of this 
comoany? 


A That is correct. 
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o You were each officers of the comnany? 

A Yes, we were. 

q Did you have any stock interest in the company 

at that tine? 

A No, I did not. 

0 When did you first start to manufacture plastic 


10 


11 

12 I! 


Ii 


13 


banners? 

A In about March, 1965, March or April. March, April 
••ay or June, over a two or three-month period of time. 

Q Was business good or bad at that point? 

A Well, we were starting a business. It was fair. 

0 Did there come a tine during 1965 v/hen you met eitlv: 


14 

15 

16 |! 


Lawrence Dress or Henry Ilainick? 


11 


A 

Q 

A 


Yes. 


It 


16 


n 


What oart of the year did you meet them? 

I net then in early 1965. 

Can we focus our attention to Progressive 


19 

20 
21 
22 

23 

24 

25 li 


Drug at this point. 
A Yes. 


0 Did you have anything to do with the taking ovei 

of Progressive Drug by Pawnee Drug? 

A I arranged 'or the financing for Pawnee to acquire 

the stock of Progressive Drug Company. 

r> was that done through Commercial Trading Corporated 


n 
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jql; 

A 

Q 


Yes. 

Company, Inc.? 


379A’ 


A Yes. 

0 Uas that done through Hr. Karl Grossman who tes¬ 
tified here yesterday? 

A Yes, he put up about a million and a half dollars. 

Q Prior to brinqing Commercial Tradinn in to do t’.ie 
financing for Progressive Drug had any efforts been made 
by either Hen Duckernan or you to secure any other financing 
for this purchase of the Progressive Drug stock? 


A I didrit understand that, Mr. Iloey. 


Q Pad any efforts been made by either Bertoli or 
Buckeman to act financino for the purchase of Progressive 


Drug? 

A Bertoli had attempted to and I don't believe Den 

Ducheman did. 

a Mas it after Bertoli's efforts had been unsucces¬ 
sful that you were able to get the financing through? 

A Yes, sir. 

D Mow, Mr. Rosen, during this time were you actinq 
as an individual or as an employee of Mr. Hanger? 

A At the beginning I uas actinq as a friend of Joe 
Abrams and attempting to — ho had put up or his family had 
out up f30,TOO as a deposit that they had given to Mr. 
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2 

Kainick ar.d Mr. I'.ainick, Mr. Press and Mr. Hertoli hadn't 

3 

'icon able to qet financing and their contract was going to 

4 

c::nirc. T think they had a week or two weeks left in their 

5 

cor. ;ract at which timethey would lose the deposit. Mr. 

6 

Abrams cane to see pg and he was really beside himself. He 

i 

7 

, 

.-aid, "Larry, ycu have to try to help me because these 

e 

nomlc are not in the position to do the financing they 


oroni^cd to get no. I stand to lose 330,000. 

10 

I felt very beholding to Mr. Abrams at that time 

11 1 

because he helped and had gone to his friends and to his 

| 

1 

12 

children's estates and to his children's trusts and had 


invested money in Mr. Hanger and it was as a result of his 

14 

investments in Mr. Hanger directly and indirectly threuejn 

15 

his friends that I was earning a living and at that time I 

16 

”as desnerate to earn a living. 

17 

| 

I had lost my source of income from the previous 

18 

Yankee Plastics and I was very heavily in debt. And I 

13 

couldn't do anything but do the best I could for Mr. Abrams. 

20 

r •.mnt — not onlv to Karl Orossnan — to another firm calico 

. - 

21 

j, 'cOuiro, v/hc arc in the commercial finance business, 

22 

and I had a commitment from the McGuire people for financing. 

2b 

bear the end they had given us a written commit- 

24 

|i 

pent and as it cot verv, verv close to the closing they 

25 

had gotten a report on the background of Mr. Hainick and 
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Mr. Press — a business report -- that they didn't consider 
too favorable, and they withdrew their agreement that they 

v.’ould not complete the transaction. 

We only had a matter of days left. I then went 
to Commercial Trading and I told Commercial Trading the 
full picture, that J. P. McGuire had agreed to the financing 
and the only reason they were withdrawing from the finan¬ 
cing at that late moment was because of the individuals, 

•t r . Ilainic): and Mr. Press. 

yr. Karl Grossman didn't care about the indiv¬ 
iduals. He felt secure in making the loan and he went 
ahead and ho closed the loan. At that time he was also 
financing us at Mr. Manner and at Mr. Hanger, which was 
my life's blood, I was very, very careful to preserve as good 
and as honest a picture with Progressive because it could 
affect everyone's livelihood at Mr. Hanger. And he went 
along and I agreed to meet with him and keep him apprised 
on a weekly basis of the activities of Progressive Drug 

Company. 

g Mr. Rosen, for the services which you rendered 
to secure the financing of Progressive Drug, did you 

receive any remuneration? 

A Ho, sir, I did not receive a penny. 

<) Lid you receive any stock? 
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stock. 


c.i torts? 


No, sir, I did not receive one single share of 


Did Mr. Hanger, Inc. receive any stock for your 


19 it 


A Yes, it did. 

0 vihat stock did they receive? 

A It appeared to me that I was going to have 
to spend a considerable amount of time at Progressive Drug. 

I vent to Ben and T said Bon - 

q Ben Zuckernan? 

A Yes. "I don’t know how good this is going to be, 
it is a sizeable copanv, it was doino somewhere around nine, 
ten million dollars a vear. If Press can turn it around 
fro-, a narketinn ooint o£ view there is a chance to make a 

lot of r.onev." 

m v tine may be required. I am getting paiu by 
danger. Me savs, "Vs far as I am concerned you can spend 
all «■■•.*» t«pe that vou want up at Progressive Drug. It is 

I . 

cb.o same family and it makes no difference. 

And I said "Fine, then anything that I earn will. 

bo tit 0 oroperty of Mr. danger. 

I o Dirt you secure or rti.l Mr. Dancer or anybody secure 

j any stock in. any con,.any as a result of your efforts to secure] 
financin'* for Progressive Drug? 
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A Yes, sir. Hr. Bertoli had attempted to get 
financing for Progressive. He had failed. He was also 
an employee of Mr. Hanger. There was a problem of an 
eco. One of the problems I had had over a period of yea's 
with Hr. Bertoli was the problem of competition. In most 
cases, in a healthv way. It was on my behalf that Mr. 

Bertoli was given ten thousand shares of stock. 

0 Of what? 

A Of the company that bought control of Progressive 
Drug Company, which was 20th Century Industries. And i was 
haopv for him that he got it and it was because of me and 
no one else. 

O Did you get any stock in 20th Century Industries? 

A The shares of stock that we received were 40,000 
shares of stock. The 40 )00 shares of stock were put into 

the name of Ben Zuckerman for the account of Mr. Hanger, 

Inc. Hhen the shares of stock eventually were sold the 
proceeds went into Mr. Ilanoer, as I understand, the sub¬ 
sidiary technically Utility Molding. And I received nothing 
from it at anv time other than expense noney. 

0 bet me just stay with this one thought. 

A There are others that received stock too. Mr. 

r>rcss received stock and Mr. Hainick received stock, and I 
believe that the estate of Abrams — I am unclear on that 
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because Mr. Ilainick had a much larger relationship with 
Mr. Abrams than I ever had. So he acted as a representative 
of \brans, in a sense. 

o You say that the stock was issued in the name o~ 
Ren Zuckerman for the benefit of Ilr. Hanger, Inc.? 

A Yes, sir. 

O How many shares of 20th Century, if you remember? 

A I believe 40,000 shares. 

Q Did there come a tine when 20th Century disposed 

of its interest in Progressive Drug? 

A Yes, sir. 

o When was that? 

A I believe it was about a year and a half later, 
sometime in 1967. 

o At that tine what happened to the 40,000 snares 
of stock which was in the name of Den Zuckerman for the ben¬ 
efit of Mr. Hanger? 

A I negotiated -- well, technically it was taken 
back. Technically the shares of 20th Century Industries 
•ms bought back by Pawnee. So now Hanger had the Pawnee 
stock. Then the Pawnee stock was sold to a principal who 
was going to be the n o\i president of Progressive. 
r» Was that Ran ford Durns? 

A Yes. 
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O What di& Ben Zuckerman, as the nominee or the per¬ 
son hoLding the stock for Mr. Hanger, receive for this stock? 

A I believe it was $36,000. 

q is that the $36,000 that you are talking about 
that was deposited into the account of either the main 
account or a subsidiary account of Mr. Hanger, Inc.? 

A I never saw the checks, Mr. Hoey. Mr. Zuckerman 
gave them to Mr. Bertoli and he deposited them. I thought 
all thetime that they went into Hanger. He mentioned it 
went to Utility, which is possible. But I had nothing to 
do with the actual depositing of monies into the account. 

O Did you have anything to do with the keeping of 
the financial records or any of the records of Mr. Hanger? 

A In no way. 

q Up to the present time do you? 

A Ho, sir, in no way. 

0 By the way, along that line: Did you, at any 
tine, tell Mr. Bertoli that $18,000 of that belonged to 
.,o U and that S13,000 of that $36,000 belonged to Mr. Joe 

Abrams? 

A Mo, sir, that is an out and out lie. 

0 Did you, Mr. Rosen, receive $6,000 out of that for 

vour own personal use for the purpose of buying stock? 

A Yes, sir. I believe it was from the records, $*50 0 
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o Did vou, sir, give a note to Utility Molding for 


that ?6300? 

A I did, sir. 

q you in subsequent days qive a confirmation 

to the Certified Public Accountants who audited the records 
of Mr. Manger indicatinn that you owed them $6300? 

A I did that in the year 1967. I did it in 19C7, 

lorr*, 1963, 1970, 1971 and 1972. 

q Dv the way, have you paid it off? 

Yes, sir, I paid it off in September of this 


vear. 


O Of 1973? 


A I paid it off in September of 1973. 
n pi 2 you, Mr. Rosen, receive from Utility loldina 
the sum of ?1009 for movino expenses to Connecticut? 

A I did not, sir. 

0 Did you, sir, give $4,090 of that money to — 

bus!!: I an going to object to the histrioni- 

here. I can barely stand or hear the questions coming in 

the force in which they apparently are. 

THU O'MJRT: Perhaps we can forgive .lr. Hoey. He 

didn't realize how loud he was sounding. 

MR. HObY: 7. am accustomed to a larger court¬ 


room. 
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THE COURT: I was just going to add that many of 

, • 

us are, quite possibly. 

In any case, you were interrupted. Can you pick 
up and start over again? 

(Question read.) 

Q — to Martin Goldman? 

A Ho, sir. 

Q Other than the 60-sone odd hundred dollars that 

vou have received, did you receive any benefit whatsoever 
other than that loan from the monies which were paid by 
Pawnee or by Cordv/ell or whatever it was for the purchase 
of that stock? 

A Ho, sir, I never did. 

Q And that money has been repaid, is that correct? 

A Yes, sir, it has been repaid, every penny. 

Q Mr. Rosen, let's go back to 19GG. 

Do you remember when the closing of title was 
finalized by which Progressive Drug became part of 20th 
Century Industries? 

A I think it was not exactly March or April, I think 
of '65. 

Q ' G5 or 'GG? 

A I am not sure of the year. 

Q Was it after you started to do business in Mr. 
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OCJO A. 


1 

Hanger, Inc? 



A Yes. Within a matter of months. And we started 



to do business in Mr. Hanger in '65. 



q So it would be the latter part of '65? 


• 

A Yes. 



n Were you ever an officer or director of Progressive 


3 

Drug? 

» 

3 

A Mo, sir. 


10 

Q Were you ever an officer or director of 20th 


11 

| 

Century Industries? 


12 

A Mo, I v/as not. 


io 

0 Were you ever an officer or director of Pawnee 


I 

Drug? 


15 

A I don't believe I was. 


LO 

q were you ever an employee of 20th Century, Pawnee 


17 

or Progressive Drug? 


18 

A Mo, sir. 


19 

o At all times from the time Mr. Hanqer was founded 


20 

uo to the times in question you have been employed by Hr. 

. 

21 

Hanger, Inc., is that correct? 


22 

A That is correct. 


23 

Q Durino the vear 1966 did you have occasion to 


24 

visit Progressive Drug? 


25 

A Yes, sir, I did. 
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0 On more than one occasion? 

A Yes, sir, I visited anytime from four to five times 
a week, running into months on end as problems developed, 
and lessened my visits to once a week as the problems re¬ 
solved themselves or changed. 

0 Hr. Rosen, did you have any particular expertise 
that caused you to visit Progressive Drug that often, sir? 

A I had a responsibility to Commercial Trading. 

They were involved at that point somewhere upwards of 
two million dollars. And the life-blood of hr. Hanger dep¬ 
ended solely on our ability to finance through Commercial 
Trading. They were earning an awful lot of money from 
Progressive Drug and I was getting the benefit of this to 
a great degree in the business activities of Mr. Hanger. 

This was as a motivating factor for me as any other reason. 

I was offered a commission from Commercial Trading 
for bringing in the account that could have been a very 
substantial amount of money but I couldn't do that be¬ 
cause I was an employee of Mr. Ilanoer. I don't double-ueal. 

I - ? on't take it from one side and the other side. The amount 
of money could have ran into more than my salary. But I was 
hooked into Mr. Hanger and I had to live with the commit¬ 
ment that I had made to Mr. Hanger, which I did do. 

So ny first considorati.cn was protecting the 
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interests of Commercial Tradinn. The second was to try 
to help in the operations of the conoany wherever my 
limited areas of exoerience could benefit them. I was a 
salesman. I an a sales-oriented man. The prime purpose 
for ourchasina Progressive Drug, which had been a family- 
owned company for generations of only moderate success — 
as a matter of fact, the arithmatic didn't make it a profit¬ 
able comoany during the two or three-year period previous 
to the purchase. 

I think it had losses. Rut Mr. Uainick and Mr. 
Press felt that with their ideas, with their modern means 
that they could turn it into a profitable company. I agreed 
that if we could get sundry oroducts into the line of 
Progressive Drug we couuld turn a verv, very marginal com- 
nany into a very, very profitable company. 

The major difference being that Progressive Drug 
represented Lux Soap, Bayer Aspirin, all the well-known 
names that v/e know in the drug stores. These people have 
basically fair-traded products. They allow the distributor 
only to make a very marginal amount of profit. 

You are basically a glorified truckman because they 

have the name and the reputation. 

You take a box of mascara that doesn't have any 
r.-v-o o\ it and you get $3.93 for it in the store, you only 
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have to pay 30 cents for it. There is no way that the 
consumer can go down the stree tto the next drug store and 
say "Give me Louis’ mascara" versus Lux Soap. You can go 
to a supermarket anywhere and know if they are a penny out 
o f line. The whole key to the purchase of Progressive 
Drug was the marketing of sundry products. That is what 
I was going to help Press to do. 

Q By sundry products you mean other than the estab¬ 
lished type of pharmaceuticals, is that correct? 

A Yes,sir. 

O What did you do in that relationship, Mr. Rosen? 

As we heard here yesterday, I contacted friends 
that I knew that had possible products that we could sell. 

\'e had a number of meetings. Some of them at which I spent 
monev in and some of which I didn't spend money in, and some 
of which they became part of them introducing me to someone 
else. Mr. Lee states about Dr. Denton and he manufactures 
baby pants. *>7e were going to put it into various type of 
containers on the counters and we had gone into designing 
on that. The Dr. Denton name is a name famous like in 
other areas of ladies' apparel. It wa3 a coup to have 
gotten the name Dr. Denton. It is like Fruit of the Loon. 
Fruit of the Loom — the jockev shorts are not made by 
rruit of the Loom. They are made by an individual shorts 


SOUTHERN OISTRICT COUNT REPORTERS. U.S. COURTHOUSE 
POuEV SQUARE. NEW YORK, N.V. CO T-4SS0 










Rosenrauch - direct 


J92Al495 


/ 


manufacturer. 

This went on and on. T was very diligent to try 
any way I knew to hrinn in additional business. That is what 
I was there for. 

0 Let us stick with Hr. Lee. You are referring to 
Lamest Lee who testified here yesterday? 

A Yes, sir. 

0 You had a relationshio with him over a course of 

a great many years? 

A Yes, sir, 20 years. 

Q You mentioned Dr. Denton. D.'.d you have meetings 
with him and other neople, for instance, John Janzten? 

A I net with the president and the chairman of the 

board of Dr. Denton, a man named Mr. Carroll. Me owns a 

grouo of apparel stores in Chicago. I met with him and his 
brother on a number of occasions. Sometimes it was in the 
’'a1corf-Astoria in Mew York and sometimes in Chicago at 
their office, at the airport and at a hotel in Chicago, at 
which time I took an airplane there, I ate there, I slept 
there, I took a ta::i there. I came back to the airport, I 
went homo and I had expenses. 

D Did vou pay for that? 

A Yes, sir. As far as I was concerned I laid it 

cut. I oot it back from Progressive as I was getting money 
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from then. 


O And on those occasions when you entertained and 
went to Chicago and you had to take taxis and pay for meals, 
did you get receipts or vouchors or anything for them? 

A Some I did and soma I didn't. 

Q Did you turn in the vouchers to Progressive? 

A Mo, I turned then into Mr. Hanger, some of them. 

TThere it was a credit card I didn't have a credit card on 
anything from Progressive. I turned it in to Mr. Hanger 
because I had -American Express and Diner's Club from Mr. Hanger 
and I felt Mr. Hanger was also a beneficiary so I didn't mince 
words and I knew Den Zuckerman and I know as far as lie was 
concerned it 'was the family. 

The sane people were involved. Mot all of the 
sane but enough were the sane that I didn't have to pull out 
$01 that I had paid for — I didn't have to pull out an 
$00 or 'no expense that I laid out for Mr. lianeer because 
it was directly involved or 40 percent involved for 
Progressive and 55 percent involved for Mr. Hanger. I just 
lumed it together. ’There it fell I felt it could best rest. 

It wasn't that important to break down like I was 
an accountant because I an not an accountant. 

0 Did you have other meetings in Hew York in regard 
r.o the Dr. Denton situation and in other places? 
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A Yes, sir, I must have met 50 times, practically 
on a bi-weekly basis, with John Janzten who at that time 
was the owner of John Janzten — he represented a half a 
dozen knitting mills and he was very close to the Dr. Denton 

oeonle. Vie met constantly. 

O On the occasions when you met with Mr. Janzten 
did he ever pick up a tab at any of the restaurants? 

A Sometimes he did. The majority of the times I did. 
The 17 were quite substantial because we used to drink in 
their office in the Tnpire State Building and there would 
bn __ V /e would b e sitting there for an hour and a half, 
two hours. He is a pretty aood boozer, and a girl would 
cone over and a guy would come over and they would leave 

and I would wind up with the tab. 

O You were then discussing the Denton situation? 

A The Denton situation and whatever he could come 

u n with as an individual product line for Progressive. 

Larry Press attended three or four of the meetings down¬ 
town. Ilainick. never did. 

o Did anvthing come out of the Dr. Denton situation 
whereby it was qiven to Progressive Drug for distribution? 

A After about ? months it became apparent that 
there were management skills lacking at Progressive Drug. 
They had moved to their new plant. They had put in a highly 
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sophisticated IBM reporting system. 

Q You mean a computer system? 

A Yes. It wasn't working. They were carrying the 
I3!l system and they had all the manual people at the same 
time. They were bickering between the management. 

Q Who are they? 

A Larry Press and Ilainick — there was inter-fighting 
Bam Goldman, who was the chairman of the board of 20th 
Century Industries that controlled Progressive, was very 
unhappy with the management, and there was internal strife. 

There were a lot of different accusations, in 
ny opinion. It was a oossibly quickly deteriorating situation, 
and I so advised Commercial Trading. We had a large meeting 
at one point and Mr. Goldman agreed to put in an additional 
$300,000. That is as additional security and based on that 
the Grossmans advanced another sum of money. Thatnoney 
was very nuickly eaten up and apparently no headway was 
made. 

It appeared to me that it required a considerable 
amount more. The management there just didn't have it, in 
my ooinion. I so advised Hr. Goldman and I said that it is 
my opinion t.iat unless you can put in an additional half 
a million dollars you are goino to run into a very, very 
serious financial problem here. He said he didn't have it 
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and that he had nut in just about everything he did have. 

I said that in my opinion you better make a very heavy 
of Tort to dispose of this company, get your money back or 
else you are liable to head into a very serious business 
situation. I so advised the Grossmans. I even mentioned 
to the Grossmans possibly their taking over the comnany 
and providing the additional half a million dollars. They 
weren't interested in getting involved in any operating 
companies. 

I so advised Mr. Press and Mr. Hainick of Mr. 
Goldman's feelings. And I instructed Mr. Hainick to endeavor] 
to disnose o* the interests of 20th Century Industries 
because he felt that ho was going to be able to make it go 
and that he knew all the ills, all the problems. And that 
he would look to qet a buyer for the company. 

Which is what he did, he went and got a buyer for 
the company. dy the way, at that time, and for six solid 
months, I had laid out money and received nothing because 
Sam Goldman wouldn't even pay any expenses in the last six 
months, regardless of what you laid out. 

O What year are you talking about, 1967? 

A That is correct, sir. 

Q Go ahead. 

A My own money, mv own expenses oaid oy myself and 
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not returned. 

O May I ask the question again: Did anything come 
out of the nr. Denton explorations? 

A No, but as a result of all of the problems it was 
put aside because they didn't have the capital because you 
had to go into the packaging, into the inventory build-up 
required to carry that type — if you handle Lux Soap you 
can get a delivery every week. One thing you do in that 
business which is standard policy, you turn your inventory 
12 or 15 times. In the average business you turn it over 
three, four tines. Youcan't get delivery every day. Let's 
say mascara from Hone Kong, you bring it in and have it 
on vour shelf for six months before you dispose of it. You 
turn your inventory two or three times. That requires a 

heck of a lot operating capital and they had a shortage. 

0 Mr. Rosen, during the time that you were working 
with Mr. Lee and the Dr. Denton people did you receive any 
expense money from Progressive Drug? 

A Yes, I did. 

O What did you do with it? 

A I got checks from time to time and I got cash 

from time cm t:iiI never reconciled it. It went into 

my oocket or i •* the case of a check it nay have gone to my 
wife to doosit it in our bank account and then I may have 
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clrawn a check against it and nut the noney in my pocket. 

I believe that I spent more money in expenses than the amount 

of checks or cash that I ever got from Progressive Drug on 

total. 

Q Did you ever keep any of the monies for yourself? 

A !!o, sir, not other than the expenses. I never useu 

any of those proceeds to go to any of my own personal 

expenses for my wife or family. 

O Or for any of your own personal expenses? 

A Right. 

Q Did there come also a time when you worked with 
one Leon Stern? 

A Yes, very similar to Mr. Lee. 

0 Was that a deal involving candy and nuts and 
other things for distribution? 

A Yes. Again with Life Saver's 

0 Pardon? 

A Again with Life Saver's or with Peppermint Chewing 

Cun. You are limited, your mark-up is 12, 15 percent. If 
you can get a bag of cherric3 and just call it wild cherries 
,r 0 u can get it for 40 cents and wind up with a 40, 4 5 per¬ 
cent mark-up. Chat was the theory of sundries. Leon Stern 
at that time represented the Ccndee Candy Company. I knew 
^hat ho did because he sold the airlines various of the_>e 
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candies. He got a hold of Mr. Cohen. Mr. Cohen cane to 

i 

my office. He cane to Progressive Drug and we discussed 
setting up oackaging to be sold over the counter at Prog¬ 
ressive. 

That deal never cane up because again Progressive 
didn’t have the money in the final analysis to carry the 
inventory. But there was a lot of work done on it. 

Q Did you have meetings with either or both of the 
company managers of Progressive Drug also? 

A Mot with Mr. Malbe who by the way I didn't recog¬ 
nize and he was the Drcsident and I was up there 150 times. 

O I said the conoany managers. 

A tlalbe said he didn't kno" me and I didn't know 
him either. He basically handled the servicing. He was 
a sales manager for the standard proprietary items that he 
had been selling there for 30 years. He had nothing to do 
with the mainstream of the reorganization that went on. 

That was Ilainick and Press. 

Q I asked you: Did you have neetiners with Hainick, 
Press, Cohen, Stern? 

A Danically — not much with Hainick. Almost all 
of them would have been with Larry Press and neon Stern anc 
Cohen. And by the way Richard Bertoli attended a few of 
those meetings. 
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o On that occasion monies were spent on behalf of 
Progressive Drug? 

A Yes, sir. 

Q Did you pick up your prooortionate share or 
better than that of the checks? 

A At least three-quarters of them. With the ex¬ 
ception that I was with Mr. Hainick, then he would pick them 
up the largest aorccntage of the time because he had a credit 
card from Progressive, I believe. 

| 

n But the rest of the time you picked it up? 

A Yes, sir. 

0 I believe you remember yesterday Mr. Stern talked 
about a trip to California to see a Major Riddle and then 
you went to Las Veqas and things? 

A Yes. The main thrust there was the possibility 
of actually buying the drug stores. Mr. Stern really 
didn't have the full impact of what I had in mind. There 
was the possibility of buying additional drug stores in 


California. 


T/ho was buying them? 


Progressive. 


Was that the intention of goino out there? 


Yes, sir 


Was that discussed with Major Riddle? 
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Yes, sir. 

Did anything cone out of that? 

No, sir. He was interested but then there was 


504 


no real capital available. 


n Did you spend your money or the money there on 

behalf of Progressive Drug? 

A I would say I soent 50 percent of Hanger's money 
I spent 30 percent o^ Progressive's money and maybe 20 
percent of my money. I lost S300 out there shooting crap, 
ny money. I borrowed it from Mr. Stern and I paid him 


O During this period of time, Mr. Rosen, were you 
still actively participating in the work of Mr. Hanger? 

A Yes, sir. 

0 You said, I believe, that you were either sales 
or marketina? 


A Yes, sir. 

n Nere you still selling or doing your marketing 

orocedures with Mr. fancier? 

A Yes, sir. As a matter of fact, it cones to mind, 
v/ky mart of the expense in California in my mind was Mr. 
"anger's was because we were starting to do business out 
there too. 

g Hanger was oxoanding at this point, is that right? 
Yes. 
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Where was Mr. Bertoli during this period of time? 


2 

3 

4 


7 I 

|| 

8 


10 

11 

12 

n 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


Was he controller of Hanger? 

A Yes, he spent his time in Long Island City, 98 

percent of the time. 

Q And that is where your plant and your offices 
were, is that correct? 

A Yes. 

q Did there come a time, Mr. Rosen, in 1966, around 
April 15, when it became necessary to file an income tax 


return? 

A Yes, it always is. 

Q I show you exhibit 1 in evidence and ask you, is 
that the return which you filed? 

Excuse me, if I said 1966, I mean this is around 
Arpil 15, 1967, for the calendar year 1966. Is that correct? 
A Yes. And it is dated May 1, 1967. 

Q Mr. Rosen, did you prepare that tax return? 

A No, I did not. 

0 Who prepared that tax return? 

A Bertoli, my friend. 

Q At that time were you and Mr. Bertoli friendly? 

A Yes, Very, very much so. 

Q Was Mr. Bertoli aware at that time of your income? 

Was he the keeper of the records of Mr. Hanger, Inc.? 
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A He was. He was also the keeper of records of 
every single record of mine of personal business. 

Q Did you keep any personal records other than those 
that were kept by Mr. Bertoli? 

A Never a slip of paper. 

Q So any personal financial records that were at¬ 
tributable to you were kept by Mr. Bertoli, is that correct? 

A Not only personal records, but records of personal 
problems and personal lawsuits that I was involved with at 
that time. He had every single personal record of mine. 

Q Was Mt. Bertoli cware at that time that you had 
received any — 

MR. BUSH: I am going to — 

MR. HOEY: May I finish first, please? 

MR. BUSH: I am sorry, I thought you had. 

THE COURT: I think I am going to agree with the 
government, because I don't see how Mr. Rosen can tell us 
what another man's mind is doing at the time. 

MR. HOEY: All right. 

THE COURT: Just rephrase it. 

Q Mr. Rosen, had youever discussed Progressive Drug 

with Mr. Bertoli prior to April 15 or May 1, 1967? 

A Intimately. 

Q Had you ever discussed the fact that you were 
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10 


17 


receiving some reimbursement for expenses with Mr. Bertoli 
prior to April 15, 1967? 

A Yes, sir. He hiew every bit of it, every dollar, 

Q From whom did he learn that? 

A From me. 

Q Did you keep him continually aware of the fact 


a ii 


as to what was happening with you as an individual on behalf 
of Progressive Drug? 

A Yes, sir. He also told me that he had conferences 
with the accountants for Progressive in vhich he told them that) 


this v/as to be treated as expenses to Mr. Rosen in a parti¬ 
cular amount; that he had notified the accountants for 
Progressive that was doing the audit. I belie ve it was 
Westheimer. 

Q Would that be Westheimer, Fine and Berger? 

A Yes. And we were on a relationship with them, 
because I think they were doing work for us at Hanger also. 

So there were communications back and forth between the 
accountants. And they knew it. 

Q Mr. Rosen, did you prepare the tax return? 

A No, sir, I did not. 

Q Mr. Bertoli prepared that? 

A He prepared the tax return for me._.._He put it under 
me. I looked at the top amount, turned it over and signed it 
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Never even looked at any of the internal parts there. And 
I have done that for ten years the same way. 

Q Did you rely on Mr. Bertoli? 

A 100 percent. 

Q Did you have a discussion with Mr. Bertoli at the 
time the tax return was drafted or the time the tax return 
was signed — 

A Yes. 

Q — concerning any moneys you may have received 
from Progressive Drug? 

A Yes. 

Q Did you tell Mr. Bertoli that you were aware of 
the fact in words or substance that you had received moneys 
from Progressive Drug but that you were not going to report 

them? 

A Never. 

Q Did you have any discussion with him concerning 
that as of the time you signed or had that prepared? 

A I never told Bertoli to eliminate anything from 
my tax return. I never told anybody to delete anything from 
my tax return, ever. I trusted him. He told me when he 
prepared this report, 1 said, "Dick, is everything okay?" 

He said, "It's covered a hundred percent." 

One part here, about home expenses, he said, 
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"Well, when the a udito r comes up, we can fight that out a nd 
adjust the taxes if there is any tax due, because it is 

something with the vouchers." ^_ 

And he had" handled —and I trusted him — becaus7\ 

ne had handled the tax problem that I had before with the 
IRS and he had settled it, he was a personal confidant. 

He knew everything about my business. It would have been 
suicide for me to have asked him to eliminate something from 
my tax return. I am working with this man every day of ^he^j 

week. The logic isn't there. 

Q In other words, you are telling us ycu did not 

tell him to eliminate that? 

A Never. 

q I believe you did say that you relied upon him 
completely in the formation of your tax return? 

A 100 percent. 

q Mr. Rosen, did you then or do you now know how 
much you received in expense money which would be required 
to be reported on form 1099 of the internal revenue? 

A I am utterly confused. There have been newspaper 
reports of moneys received by principals, I have been asked 
from the state, the federal, the tax department, the FBI, 
not only in the state, the district attorney. I read 
reports, I was told things, I was served in a lawsuit, 150 
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pages thick. I thought that it was between $ 2,000 and 
$3,000. As time went on, and I heard around me it could ha^ 
been $4,000. I further heard it could have been $5,000. 

So I estimated anywhere from two, three, four, or $5,000. 

And that's what I stuck with. And I told this to the IRS. 

1 was investigated by agents of the IRS, who told me that 
1 was not the target of the investigation, that Mr. Bertoli 


Q Is that the reason that you wrote the paragraphs 
which are at the bottom, the last two paragraphs on page 2 


of Government's exhibit 8 in evidence? 

A When I wrote this I was utterly confused. There 
was so much notoriety, there were so many mixtures of in¬ 
formation, I just did the best I could to recreate it. I 
was hot as anything, at the newspaper advertising th^t was 
out, getting me involved with big Mafia inclinations. So I 
wanted to be called as a witness, and I wrote this, I stayed 
up a couple of days putting this together. Then when the 
time came, every day I started to cool down a little bit 
and cool down a little bit and saying, "You're better off 
trying not to get a retraction, and it was dying out already, 
let it die." 

Then I was concerned with some of the language 
that I had in here, which said that I put on my tax return. 
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* Because I thought it was on my tax return. This was my 

3 

assumption. Based on what was coming out and the vindictive¬ 

4 

ness that was apparent to me with Bertoli at that time, I 

3 

wasn't certain, so I didn't mail the letter. And Bertoli 

3 

i 

at that time was in an overt way trying to destroy me, in 

7 | 

every way he could. 

* ! 

Q Did you ever give this to Mr. Greenberg or anybody 

3 | 

down in the SEC? 

10 

A He says so; I may have. If I did, by the way, it 

11 

would have been not regarding taxes, because it would have 

v, 1 

1 

been a Securities and Exchange Commission. I was also, b^ 


the way — understand, I was the chief executive officer 

I 

14 1 

of a public company. There were things here that the SEC, 

15 1 

if they didn't have any rebuttal, could have had a stop orderl 

16 

on the stock. So I could see the logic that maybe I gave 

17 

j 

this to him to get the SEC aware of the facts that this 

13 

was nothing to do with the Mafia; nothing to do with the 

19 

taxes with the SEC in any case. 


q By the way, Mr. Rosen, I show you Government's 

21 

exhibit number 9A in evidence, a form, information form. 

22 

which is listed as copy C for payors records. Did you 

23 

ever receive that, a copy of that from Mr. Bertoli? 

24 

A I would say that, I don't recall it, but he would 

25 

have made it out and put it into the file that he kept my 


I 
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records in, that he kept. 

Q He kept all your records, is that right? 

A Every record. And by the way, when that letter 

was written, I looked for my file to try to get my income 
tax returns. Every single personal record that was kept on 
the premises of Mr. Hanger, there was not a single record 
there that I could verify anything, that I could look into 
and examine, and I then requested the internal revenue to 
please send me copies of my returns for 1966 and 1967, 
because I didn't know what was going on. 

Q You did not have the copies? 

A No, sir. 

Q And they were not in your personal file in Mr. 
Hanger? 

A And, by the way, there was ^internal revenue in¬ 
vestigator on the premises at that time. He had the records, 
and he said that "I can't give you — I can't even let you 
see the returns. You have to ask for the returns from the 
IRS to come back." And within about 9 months or a year I 
did get them. 

MR. HOEY: Your Honor, would this be a good time 

to break? 

THE COURT: Would you like to break? 

MR. HOEY: I would like to break until 2 o'clock no 
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THE COURT: All right, sir. 

Mr. Charon and ladies and gentlemen, we will 
2 o'clock. 

(Luncheon recess.) 
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apvf.rnoon sessiom 


1 

3 

2:09 p.n. 

i 

* 

i 

* 

(In noon court - jury present.) 

• 

’ i 

* v L L un r, N C E ROSEN RAUCH» 


t 

3 )! 

resumed. 


,!! 

THE COUM?: Mr. Foev. 


i! 

i 

,, T ,„orp py.V-!I!!A r ’I r> '! CO’lTI.IUl D 


1 

’v -*7. IIOEY: 


!j 

10 

* 

o I show you Government's Exhibit 1, * r • ^ OSGn ' 


* 

i 

- - this time. 


12 

,. r . Rosen, at the ti™e you sinned that document. 



:,.,, rn ment's Exhibit number 1 in evidence, did you, sir, 


14 

' intend to evade the oavnent o^ a substantial anoJ.ic o. 


15 

income tax for the vpar 19G6? 


lo 

A Mo, sir. 


17 

!| o ni-I you hnovinnlv and willfully file a fain* 


18 

I inC nm.e tax return *or the. year 19G6? 


19 

'lo, sir, 

|i ^ 


20 

n Oid you, sir, have taxable Incone which you failec. 

1 


21 

| 

to report for the year 19 GG? 


22 

A Mo, sir, I did not. 


21 

o Mil you, s’r, in nood faith siqn that tax return? 


24 

A I did, yes, sir. 


25 

o . Did vou rely upon the preparer of that return, 1r. 
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Richard n^rtoli? 

A Yes, I die. He had all of the facts. 

• *-v*a 4 * von riid. not conmi.t 

o In effect, you are sayum that you did n 

. v... fiiinrt a false tax return? 
a fraud upon the oovernment bv filinn 

MP. i«TR!i. Objection, asked and answered and it 

is a lenal conclusion as well. 

Tin’. COURT: Yes, this is just repetition. 

o Mr. Rosen, do you know when intercontinental 

banner, T.td. was founded? 

a 1965* late in l n f5. 

„ that a wholly owned operation of Hr. Ilanqer, 


t nc. ° 


Yc", sir, it was, 


The book, and records of Intercontinental Hanqor 


ere kept where? 


A Mr. Dertoli kept then, certain of then, anu others 


q •• ’.’Of ° 


vent at the accounting office in Montreal, 


"uekec. 


, , HM-le We do have outside 

Q Could you sneak up a littl . 


noises. 


I'n sorrv, excuse me. 


o hid you keep personally any of the records, finan¬ 
cial records or anv of the records, of International Hanqerl 
\ mo, sir, I never did. 
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n Did there come a time when you received certain- 


3 

• a- in 12§ Government '*» 

sunn of monev as is net forth m ....nioxc l,., 


4 

rxhihit 12, through the Toronto Dominion Dank from 


5 

International banner? 


s 

A Yes, sir. 


7 

1 

n And did that start on .March 3, 1967? 


. 1 

That is what it says right there, yes. 


. Ij 

o Do you recognize the signatures that appear on that* 


in 

A Yes, there is my signature on there and Mr. 


n 

Hcrtoli ' s. 

* 


l 12 

o Indicating the second layer? 


13 

<\ *’ine and "'r. Tlertoli. 


14 

a The third layer 0 


15 

A Mine and nr. Sertoli. Mine and Mr. Sertoli on 


18 

the last ones. It is nyself and Mr. Sertoli who signed. 


17 

n They were the authorized signatories, were they 


13 

not, sir? 


19 

A Yes, sir. 


2tf 

MU. Iinr.Y: T There I was mentioning International 


21 

Manger, I meant Intercontinental Hanger, your Honor. 


22 

o Mr. Rosen, would you tell us the circumstances 


23 

leading uo to the issuance of those cheeks, copier, of which 

9 

524 

are government's Exhibit 12 in evidence? 


25 

ihad financial pressures. I discussed them with 
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Eosenrauch - direct 

: uertoli ana he said he would t ollow the pattern o* «r. 
■’i rnnach that had been previously entahUnhed and that they 
would make loans to me over theperlod «* a next year or so 

i i.ia H i- 4 e 


. 

f ron 

Canadian 

G i 

v/ha t 

was done. 

7 !: 


O Is that 


„ Is that the entire conversation you had with 

... nertoli at that time, sir? 

p Essentially- 

n aid you aaree on any . .aunt that you were to 


1 

11 i 

receive? 




1 

12 

A 

hinh i-pre described in 
Yes, the anounts that 'ere 

13 

1 

1 o 

What is that amount? 



14 

1 

\ 

I don’t recall. 



In 

0 

would 5250 be correct? 



16 

1! 

| A 

$250, yes. h e said tut 

he 

would take 

17 

1 Q 

Was there anv discussion 

as 

to whether 


, ;as to secure any money at that tine? 

hint he also would ta> e so. e 
I think v/e discussed that he 

at that tine, also. 

„ no you know how much he was to take? 

, X Had heard in the courtroom non. That he tes- 

ti'iea to, that is. 

O Did you receive the nonies which are there, 

A, Yes, I did. 


FOLEY SQUARE. HEW YORK. H.Y. CO 7-4580 


I 


1 in» 

2 


. . T>osenrauch - direct H5A 

■) nr 

* i_ _ i_ eir* r Q r anv worK# labor or 
o Did you receive tuat, sir r - 

services that you performed for Intercontinental Hamers? 

A No, sir, it was as a loan. 

o Did you at any tine intend to receive that money 

as income? 

A No, sir. It was never incone. 

„ nid you continue to receive that money in through 

ort of xnr."? I Show you Government's Exhibit 12A m 

evidence. 

A It continued uo until Hav 27, 17f>3. 

•,r. Posen, durino Iff2 did you render any ser- 
to Intercontinental Manner to have income to come to 


" 

you? 


15 

/ \ 

Mo, sir. 

16 

I | 

O 

M as that 

\i j 

A 

Yes, sir 

16 j 1 

O 

Hov; did ' 

| 

19 

* 

V7e hoped 


,, e Hoped that the company would prosper and that 
I would have an ability through a bonus to possibly pay it 

bach or t would have to make my own arrangements to pay it 

hack in any v/av that I could. 

o H.avo you ever Paid that money back, sir? 

A Yes, it was paid back in full. 

0 When did you nav it back? 

SOUTHERN O.STR.CT COURT RCRORTER*. UJ. <:OUR TH °U»e 
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A September 


Q f thisvear P a 


rdon, September of . 


1 what wore the circumstances leadinc tc your rc- 

• n it in September, 1073? 

?aV A MpH, not only van the money in renard -these 

A - ^ utility Molding. 

T took from Utility 

. . „ therP was trie money that 

c.'.ocko, t.ier- that 

. „„ , continuinq loan account veer 
There was al .o - w?3 u wa5 43 thousand 

wad increased where in Seiteme ^ ble 

t-v-«t I was owed due anc. p 

no ne-odd hundred dollars 

at that time. testimony rcl- 

, R . PUSH: I CToinq t0 ° 1 

, ot , er than the payments in question here. 

WB COURT* I will o« course aqree hccau. ■ • 

dn , t as y tor those, as I understand it. you Pav. 

Iloey didn t a . . ab0 ut here 

, been talking aoouu 

I - nf nonev that you have nee> 

back thesun® of non 

. tal b v September of last year 

to Intercontinental 

September? 

TU2 WITNESS: Yes, sir. 

90! COURT* hext question. 

| o Where did you net the money to cay it back? 

A X borrowed it Tr- a hank. I made a hank ». 

i nf «-nn corporation. 

. tbe demand o* trie wu 

Vhio was on t.io back 

, „ -_,] 1 « notify you to pay t - 

n Old thev .. x • 

the loan? 


rOLCY SOUA**. New YOAK, 


1 

j q} Rosenrauch - direct 417A.’ 519 


2 

/v Whathappenod was that in September we were cut 

i 


3 

oft fron all our allotments of plastic as it is a product 


4 

-hit coi.cs out of oil and the conoany overt iaht was facina 


: 

a ban'runtcy at which tine there was a board of directors 
„ e oti»" and all of the officers of the corporation were 1 

* 

I 

reouired to return any loans that thev had outstanding at J 
that tine. Thors was a loan in excess of the amount that : 


i 

6 


• 

; owed the novernmnnt, that the qovernnent claims was salary 

•*3X 


,0 I 

here. / 


4 4 

, 4 -os Mr Uff>n Zuckerman who was hero 

There were loans to lr. -Jen /.ucK^rna 

s 

/ 

12 

vosterdav. 


JO 

MR. PUSH: I object, acrain to the line in kee. inj 


14 

4 1 

• ri*:' nv nrevious objections. 


IS 

THF. COURT: Yes, we will strike all that wa.. 


16 

not pertinent to the last question. 


17 

j! n Anyhow, you did repay tholoan from Intercontin- 


18 

! ental ,? anoer? 


19 

A Yes, sir. 


30 

0 By the. way, Mr. Rosen, were reoorts made to the 


21 

stockholders of Mr. Manner? 


22 

A in every year-end statement of Intoroontinental 


23 

, the loans were entered on the book. provided by the 


24 

accountants in anv reportino that had to he submitted - 


25 

MR. IRISH: 1 object to any reoortinq beyond that 
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Rosenrauch - direct 


418 A 520 


done bv intercontinental. 


13 i 


THE COURT: I agree. Let's go ahead, lr. Hoey, 

please. 

Mr. nosen, it would help yon and everybody else 
if vou •lould just answer the questions that your lawyer 
poses and not go on to another subject, you see? 

ran UITMESS: yes, sir, I understand. 
o nr. nosen, was the fact that there were loans / 

vou as an officer nade a natter of public record or 
oorti e ication by the accountants? 

Mn. rninn. Objection. I think Mr. Hoey is trying 
to not in bv the bacb door spnethino ho couldn't get in 


16 


previously. 


•in. HOr.Y: I Object to the characterization, your 

Honor. I think it is entirely uncalled for. 

THr COIjnT : X don't even get to that character 

T C, 1 -tain the objection on other grounds 
isation. However, I sustain z.... j^ 


southern OISTR.CT COURT REPORTER*, U.». COURTHOUSE 
,OLlV SQUARE. HEW YORK. H.V. CO 7-SSSO 


WCCq 1 


Rosenrauch-direct 


119A 521 


Q Mr. Rosen, I show you Government's exhibit 3 in' 
evidence. Is that your tax return for the year 1967? 

A Yes, sir. 

q Was that signed by you? 

A Yes, sir. 

q Mr. Rosen, is there any indication there of the 
receipt of any income from Intercontinental Hanger? 

A No, sir. 

Q Why not? 

A Because I did not get any income from Intercontinen¬ 
tal Hanger. 

q Mr. Rosen, in the tax return of the year 1967 did 
you attempt to evade the payment of a substantial amount of 
the federeal income tax on your 1967 tax return? 

A I did not. 

q Did you make any attempt to evade or defeat any 

tax for that year? 

A I did not. 

q Did you knowingly and willfully attempt to evade 
or defeat the income tax for the year 1967? 

A I did not. No, sir. 

Q Did you, sir, in good faith sign that tax return? 

A Yes, sir. 

q Did you read that tax return before you signed it? 
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Rosenrauch-direct/cross 


420A 52 2 


A only m a general way that I have always read my 


tax returns. 


11 | 
12 I 


„ for the vear 1966 and/or 1967 
Q Did you in any way for the yea* 

attempt in any way to avoid paying taxes? 

I 

A No, sir. 

q Did you believe at the time you filed your tax 

returns that they were true? 

A Yes, sir. 

„ R . BUSH: I am going to object to any further 

questions 

MR. HOEY: You may inquire, Mr. Bush. 

CROSS-EXAMINATION 

BY MR. BUSH: 

Q Mr. Rosen, let us turn our attention first to 
Progressive Drug Company. When was it that you first 
of that company? 

A I think I testified to 1965. late 1965, early 

• 66 . 

o That is the first time you heard of it? 

A I believe so, yes. 

q Did you do any work 'in connection with Progressive 

p r ior to the time that Pawnee bought Progressive? 

A only -in that - well. Pawnee didn’t buy it: they 

had a contract originally to purchase it. I think 


... c.v.r 

POLtY *OUARC. Hf* YORK. M V. CO 7 
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Rosenrauch-cross 


•121A 523 


matter of fact even before Pawnee there was a contract that 
ixistcd in the individual names of either Larry Press or 
Henry Hainick or one or the other, and in which the origin¬ 
ating deposit -- now, I could be wrong, but as best as I 
can recall -- even before Pawnee, the contract for the 
purchase was to the individual; and then the contract was 
assigned to Pawnee, which was organized by Mr. Press. 

And there were conversations swinging during that period of 
about 4, 6 or 8 weeks, something like that. 

Q To return to my question, Mr. Rosen: Did you do 
any work in connection with this purchase and for how long 
a period of time prior thereto? 

MR. HOEY: I am going to object now to the form 
of the question, as though that was the one that was pre¬ 
viously asked. It is an entirely different question. 

THE COURT: Will you repeat that question, please. 

(Question read.) 

THE COURT: First of all, I will have to sustain 
the objection as to form, because we have two questions. 

Let us go back. One at a time. There is certainly nothing 
wrong with the thrust of either question. Just break it 

down. 

Q Who ultimately purchased Progressive, Mr. Posen? 

i 

A Twentieth Century Industries. 
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q Did it use the vehicle Pawnee to do that? 

A Yes, it did, sir. \ 
q When did that occur? 

A T. think '65, early '65. 

q Early '65? 

A I don't know the exact date. You have to refresh- 
give me some bearing on time. I have had an awful lot of 
pressure on me the last few days, and I may lose a whole yea, 
or two. So just bear with me and give me — 
q Was it in 1965, Mr. Rosen? 

1 J 

A I believe it was, yes. 

q now long prior to the time Pawnee purchased Progressive 
did you do work in connection with that purchase? 

A Maybe a month or two. 

n So that work would have been done in 1965, would 


it not? 


I believe so. 


U 


q When was it that you first started to receive thes 
payments from Progressive? 

A I think it was after the closing when Twentieth 
actually bought it. I just don't have the date offhand. 

If you refresh — 

q Who else was to receive these payments besides 


yoursclf? 
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Rosenrauch-cross 


Rosenrauch-cross 123 A. 

A I don’t know. I have no knowledge of any payments 

to other people on any kind of routine basis. 

Q so, to the best of your knowledge at this point 
in time the only person who received payments from Progressive 

on a recurrent basis was yourself? 

A Well, I don't know what you mean by recurrent 

basis. I was to be given money on a weekly basis, generally 
at around a hundred dollars a week, as a return for expenses 
that I was to lay out. At some point Eve Abrams, Mr. 

Joseph Abrams’ wife, was also having some expenses, and I 
understand that it was a hundred dollars a week that went on 
ior a short period of time, I don’t know how long. I myself 
gave her certain amounts of those checks or cash or a conwina 
tion of the both. I think maybe X dollars, I don't know wha 

amount it was. 

q £o, to your knowledge, then, Eve Abrams was also 

receiving $100 per week, was she not? 

A Not exactly that, but that she was receiving from 

between a hundred and $200 on a weekly or bimonthly or 

monthly basis. 

q In point of fact this money came from you, did it 


not? 


time. 


Only, 1 think, for a very, very limited period of 
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Rosenrauch-cross 

2 

Q 

By a limited period of time could we be more 

3 

exact? Did she begin to receive this money in February? 

4 

A 

Well, you will have to help me with the date, I 

5 

. t fhink I gave her money for about 

don't want to guess, but I thmK i gave 

6 

two months. 

1 

m* 

f | 

I ' 

Q 

How long after you received your first payment did 

’» 

she receive money? 

, i 

A 

I would say probably'within a week. 

■ ,oj 

Q 

And that went on for roughly two months, did it? 

11 j 

A 

A couple. I think a couple of months. 

12 

Q 

And then she never received any further money 

13 

from you 

, is that correct? 

14 

A 

It may have gone on slightly longer than that. 

15 

I don ' t 

know. 

16 

Q 

Well, let us pick an outside limit. 

17 

A 

I won't do that. 

18 

Q 

Would it be less than six months, Mr. Rosen? 

19 

i A 

I won’t do that, I won’t pick any. I am just not 

20 

cer tain 

. 

21 

Q 

Was it more than six months? 

22 

A 

I don't know. 

23 

0 

Was it more than a year? 

24 

A 

I can't conceive it being a year, no. 

25 

Q 

So it was less than a year, then? 
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2 1 

A 

I'd say less than a year. 

_ ! 

3 

Q 

And she began receiving these payments within a 

4 

week or two weeks after you first received such a payment? 

5 

A 

Yes, sir. 

ft 

0 

To your knowledge did Martin Goldman receive such 

7 | 

payments? 


3 

A 

No to my knowledge, no, sir. 

« 1 
» 

Q 

To your knowledge did Sam Goldman receive such 

10 

payments? 

• 

„ 1 

A 

Not to my knowledge, no, sir. 

12 

Q 

Incidentally, was Eve Abrams an employee of 

i3 

Progress 

ive Drug Company? 

14 

A 

Not to my knowledge. 

15 

Q 

Was she an officer of Progressive Drug Company? 

16 

A 

No, sir, not to my knowledge. 

17 

Q 

Did she render services by which she was required 

IS 

to travel on behalf of Progressive Drug Company? 

19 

A 

It was understood that she did. 

20 

Q 

It was understood between you and who else? 

21 

A 

Mr. Hainick. 

22 

Q 

Mr. Hainick. 

23 

A 

Yes, sir. 

24 



25 
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Rosenrauch - cross ‘126A 523 

2 

0 

’’hat did v r. Mainick say to you with respect to 

3 ! 

! 

the travel fiat r.ve Abramr, had rendered on behalf of Prog¬ 

4 ! 

ressive? 

r J 

A 

nnl'- that she was a courrier to Mr. Joe Abrans 

e 

. i 

who is 

icr husband who was in jail. 

7 

0 

And Mr. Mainick then asked you to convey this 

8 I 1 

S ] n a 2 

>eek to r .ve Abrams for him, is that it? 

! 

c. 1 

v l 

* 

Yes. 

10 i 

• 

o 

And vou did this for a period of somewhat less 

t 

11 

than a 

•'ear beginrina shortl” after vou began to receive 

u 1 

your pa 

vnents? 

i 

A 

I think it was a couole of months. I don't think 


o 

Just a couple o p months? 

15 

A 

I think so. 

10 

O 

Did Mr. Hainick at the time he directed you to pay 

r 17 

- V o Abrams also tell you he was receiving $100 per week? 

18 

A 

Mo, he did not, sir. 

1^ 

| 

0 

Did he tell vou that Mr. Press was receiving 

2Ti 

1100 a 

wee!:? 

21 

, 

Mo, sir, he did not. 

22 

| 

o 

How did you happen to actually get this money? 

23 

oid vou go to Prooressive yourself? 

i 

24 

A 

Mo. The testimony here, from what I have been 

25 

told , 

a messenger from Mr. Hanger had picked up money from 
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16 i! 
„ !! 


tjno to tine — 

r» ;)o you know how you got this money? Apart from the 

testinonv here todav, that is, or yesterday. 

A I don't really recall. I would assume thatthe 
checks were mailed to me oossibly. If there were some checks 
they nav have been given to me by the Hanger messenger. 

0 That v/ould be Abie? 

I would say most likely Able or Abie turned it 

over to one of the girls in the Hanger office. I may have 
received it from one of the girls at the Hanger office. 

One or fo checks could have been sent to my house. 

o Did you receive these sums of money each and 

every week? 

A Mo, sir. 

g You missed a few weeks? 

A It wasn't, as you say, evorv sinnle Friday 

afternoon that I ”as receivinn checks. 

o How often each month during the year 1966 did you 

receive these payments? 

A I would sav that they were done on a weekly basis. 
O They began on a weekly basis? 

A And more or less continued on a weekly basis, 
o They more or less continued on a weekly basis for 

the entire calendar year? 
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jak 


9 

A Mot as if it ’/ere a paycheck where you know on . 


md 

3 

Friday rfternoon you act your paycheck, once a week X would 


4 II 

„,-. t either a check or cash or conbinations oC both. 


5 l| 

o You not conbinations of both? 


II 

6 

A Yes. 


l 

j 

> 7 j 

b 1 
*' 

9 

10 

,, -men did vou start to net conbinations o£ both? 

t /inr 1 1 really nean that 

A I don’t really recall. I dor. t reauy 

v,ohV, i could have gotten both. 

t not combination.* of hot... 


o Butyou don't recall now whether you got cash and 


u 

checks or just checks an.’, just cash, is that your testimony? 


»,i 

A Yes, sir, it would have been a combination of 


13 | 

O It would have been a combination of both that you 


I 

I 

14 

received at one particular tine? 


15 

„ -I,., if t received 550 in a check 

A no. Not on Friday if I receive 


16 

w\ 350 in cash, I didn’t mean it that way. I meant one 


^ 17 

ii .,„„v it could have been cash and the other week it could 


ia 

|;GCn a chock. 

1 

19 

o you get cash one week and the next week they nail 


M 

vou a check, is that it? 


21 

I A i an not sure of the continuity either. I may 


22 

. . for the first couole of months and then 

have received cash for the 


23 

cash (or the next couple of months. I remember overall that 


24 

T received both. I also recall, by the way, on a couple ot 


25 

occasions helno in "regressive and I think getting an 



~ > c ~‘ 
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joR 
envelope. 

o nr. Gold finger cave you an envelope? 

A no, I would have gotten it from probably Larry 

Tress or Menrv iTainick. Somebody up there. 

p In this envelope was there a check or was there 

cash? 

A I don’t recall. I know it was one or the other, 

n You said that you rendered services in behalf of 

Progressive. I believe it was your testimony that vou were 
linino up sundries, to use vour expression, is that correct? 

A Yes, sir. 

n in the course o e lininc uo these sundries you went 
to "hicacro, anonn other olaces, is that correct? 

A Yes, sir. 

o And rough lv how many tines did you go to- Chicago? 

t I believe it was three tines. It may have been 


o In your direct testimony did vou say more times 
than that? Did you say ten or 20 times? 

A Dot to Chicago. 

o That other cities did you qo to? 

A I was in California. 

O Mow many tines? 

A I believe once and then Las Vegas as part of the 
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j, T ’- -o*>onrnuch - crosr. 

s „ tri „. It nay have been a second time to California 

because thereafter I went a few more tines. 

o YOU went a few more times to California. There 
was at least one trio and possibly two or three additional 
trips, is that correct? 

A i am not certain that the additional trips were 
renardinn Progressive Drug business-. It is only the first 
one I recall as being Progressive Drug business. 

0 At this ooint you only went to California once, 

13 that correct? 

A on Progressive Drug business, yes. 
o \ ri d you went to Las Vegas once, is that correct? 

•» fT»v»a+- the sane trip. 

d ' e? 

>r five different occasions 


go to Mew Jersey? 

if anywhere? 

any other trips of any 

i these meetings with this 


•ORTCRt. U.i. COURTHOUSE 
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jcih 
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2 

\ 

I had them at Chicago and in New York. 


*1 

o 

n 

Where in ’lew York? 


‘ 1 

A 

Well, wo had then at the Waldorf v/hen I had then 


5 

with Mr. 

Carroll. We had then at the offices of Mr. Manger 


£ 

in Mew York on Fifth Avenue on a number of occasions. 


, i 

Q 

i 

How many tines at the ’'’aldorf? 


* i 

A 

Oh, two tines, I would say. 


! 

O 

Two tines? 

.0 j 

A 

Maybe three. 

u 

n 

* 

How many times at your offices or Mr. Hanger’s 


12 

offices? 



13 

A 

I v’ould sav eight or ten tines. 

14 

0 

How nan' tines elsewhere? 


If 

A 

Double that amount. 


16 

Q 

Excuse me? 


17 

A 

Double that amount, maybe 20 different conver- 


18 

| 

i sations. 



19 

| 

o 

Doube that? 


20 

A 

Not double 20, double eiqht or ten. 


2! 

0 

Where did the' take place? 


22 

A 

II 

Some of them took place at restaurants and some 


23 

o f then 

took place at cocktail lounges. 

1 

24 

Q 

Were you by yourself then? 


25 

A 

Pardon? 



1 
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Q were you and Mr. Carroll or whoever else involved 

; , y yourself or were other people present? 

A I was involved with Carroll and we were involved 
ij ., ith other people, some from the staff of hr. Denton and some 

i , /0 re Mr. Lee and Mr. Leo's associate, Mr. Janzten. Some vita 

r j v r . Press. Where may even have been one with Mr. Ilainick. 
o When did these discussions start? 

A About the time that the company was taken over by 

0 20th Century Industries. 

n In 1965 or 1966? 

* j| 

A when was it taken over? Can you qive me the dates? 

... j n I believe you testified it was in 1965, the latter 

M part or sometime in 1965, in any event. 

KS A it went on for a considerable amount of time from 

if, the tine it was purchased. 

j 

17 0 Hov; lonq di«l it qo on? 

1 * A I would say a qood six months. 

19 o n n this candy business where did you go there and 

20 j with whom did you meet? 

2 t | Let's take where you went first. 

22 j A We didn’t really no to any particular place for the 

I 

23 candy business. 

2A n You didn't qo to California on the candy business^ 

25 A With one mart of it it was with Mr. Cohen from 
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2 

3 

4 II 


10 

n 

12 

13 

14 

15 

16 
5.7 
IB 
19 

21 

22 

23 

M 

25 


jq;- v Rosenrauch - cross *33A. 535 

Cindy Candy Company in Jersey and in that regard I believe 
I visited his factory once. 

q That was in New Jersey? 

A I think so or Long Island. 

Q Did you go to California with him on the candy 

business? 

A No, not Mr. Cohen. I met with Mr. Cohen on one 
or two occasions in Long Island City at which we had a very 
bin meetinq that Mr. Cohen, Mr. Press, Mr. Dertoli, myself, 
Leon Stern were all there in which we had a product meeting 
where we were doinr* th» designing o* the product line and 
. had maybe 100 different assortments of candies laid out 
on the conference table at Mr. Manaer. 

We also met, I believe, once or twice at the 
offices of Progressive Drug with Mr. Cohen and Mr. Stern. 

O Where else did you meet with them? 

A After the->e meetings we would, in some cases, 
have dinner together, at which I would have picked uo the 

tab. 

O Did you go with Mr. Stern to California on this 
candy business? 

A There are two seoarate parts to it. The first 
part — 

q First, did you go with Mr. Stern to California on 
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the cand'» business? 


A The candy business would be too qenoral a tern. 
, h nd more specific reasons for coinc to California with 


ir. Stern. 


n Did you have any dealings in California at all 

concerning the candy business? 

* There was a possibility in his mind of some pachaq- 

.. , .. ,ery unique candy items which I really didn't place 

T riirWt think we would have very much 
too nuch value on. I didn t tunn 

, „ itl , it -he orine purpose for me going to 

^UCCGSS V/lu* ! 

California — 

, v»a«?n't the nuestion, Mr. 

n Just a second, that wasn n 


Ronon. 


3 


• *_M r cf G rn in connecti 
Did you go to Las Vegas with .lr. Stern 


C || vnth the candy business? 

, j A YOU could say it was in relationship with the 

18 ( C andy business, yes. 

19 j 0 Did you pay for your ticket there? 

30 | * / i believe the company, Mr. Manner, did. 

Stern's ticket? 

21 II o Did Mr. Hanger pay for -lr. s>ter 

22 I ^ Mo, sir. 

2? j> n now many of these expenditures relating to 

(I 

Denton did Hr. Manner pay for? 

A I would say half. 


2 ? 
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10 


11 !| 

12 1 


23 


o How many did you pay for out of your own pocket? ' 

A I would say the other half. I j 

o How many of these expenses relating to this candy ; 

business did Mr. Hanger pay for? j 

A i would say half. 

n Did you pay for the other half I 

A Can you give me the question again? 

0 how many of the expenses relating to the candy 

business did Mr. Hanger pay for? 

A I don't know if they paid for any, really. I don t 

know, but they may have paid a percentage, 
g You paid for them all? 

A I mav have clamed one or two dinners to my 
credit card. .’he credit card I had was a Mr. Hunger 
credit card and the others I would have paid cash, which I 
•ould have taken out of my pocket and those were actually 
the expenses I had been accumulating over a period of 
tine for expenses. 

r. The monies you took from your pocket, did you 
receive them in the way of salary from Mr. Hanger? 

A Mo. 1 

g All these expense monies, where did these expense 

monies come from? 

A These were the monies I was receiving from Progres tL 
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Drug Comnnnv, 


q In other words, it was an exact set-off between 
the monies you received from Proorossive and the monies you 
spent, is that what you are saying? 

A No, sir. 

n It v/as a rought set-off? 


Yes, sir, 


n y 


L ’ou didn't spend anything beyond that amount o? 


money? 


A I may have. 


o Youdidn't soend it before you actually received 

t’'.e monev ^ron Progressive? 

A I would sav I may have spent some before. I nay 

have spent some during, and I am certain that I spent some 


a r ter. 


0 now long have you been a businessman, Hr. Posen? 

A At least 15 years. 

0 Have you ever had travel and entertainment expenses 
nrior to the time you became connected with Progressive.-' 

A Yes, sir. 

o '.-Then vms the first time you began to incur travel 

and entertainment expenses? 

A I euess it is the very first tine that I was a 

businessman or in an executive capacity as a businessman. 
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10 

11 

12 

13 

14 

15 
lb 

17 

18 

19 

20 
21 
22 
23 
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Rosenranch - cross 

n That was at least 15 years ago? 

A I would say qenerally that, ves, sir. 
o nave you ever had any occasion to deduct those 
travel and entertainment expenses from your salary on your 
income tax returns? 

A I imagine so. 

n ® r ior to the occasion when you wore involved with 

Progressive? 

A I imagine so. 

n And in connection with deducting those suns of 
nonev, I tahe it vou would calculate what they were with 

receipts, v;ould you not? 

A Sonet inos yes nn- 1 sometimes from menorv. 
m Sometimes what? I didn't catch the latter 

nort ion. 

A Fron nemory. 

m nid you na!:e it a practice to get receipts on 

those occasions? 

A Hot really, no. 

n At the end of the year vou took a wild sta^ at 

’••hat the”’ were? 

A Mot a wild stab, no, sir. 

0 hut you would estimate that"I soent $100 a week on 

oxnenses in connection with the original \ankee rlastics, 
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is that it? 

A Somethin^ alone those lines. 

* 

o Did vou e^tiimte "I spent $200 a week in connection 

with tiiose exoensosf 

A I don't understand, the question. 

O What './as the hiq’aest amount of expenses of thvs 
n .-!ture, travel and entertainment, that you had incurred 
a weekly basis prior to the tine you became associated 

with Progressive? 

A I wouldn't estimate. 

n But you v/ould estimate for your tax return, woule. 


you not? 

A Yes, sir. I wouldn't estimate hero todav. 

o You wouldn't estimate here but you would 

estimate when you nut the deduction down on your tax return. 
That is correct. 

O Did you ever have any trouble with respect to 

those tax returns? 

A Sometimes yes, sometimes no. 

0 '’ere you ever brought in for an audit? 

A I believe so. 

O Were vou in fact told you owed back taxes? 

\ 1 believe so. 

o This all occurred, I take it, before you became 
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2 

associated with Progressive? 


3 

A That I was called in? 


4 

•* 

O That y° u were called in. 



A Probably around the sane time. 


! ! 

0 i 

o Was one of the reasons that you were called in 


1 

7 ! 

that vou didn't have substantiation for the eicoenses in 


tf 

I 

your tax returns? 


5 1 

A Arongst others, I would assume so. 


t 

in 

0 This was about the same tine you were with 


li 

Pfoeressive, is that correct? 


12 

A Correct. 


ui 

0 nid you ever substantiate an'' sinqle expenditure 


14 

that you made in behalf of Progressive to the company? 


15 

A I nay have, I don't recall. 


1c 

0 You don't recall? 


17 

A I may have. 


\8 

o Do you recall ever getting one receipt, : .lr. "osen? 


19 

I nay have. I an sure I not receipts. 


20 

n Did you take those receipts and ever give tnem 


21 

to anybody who worked at Progressive? 


22 

A I don't believe so. 


23 

n Did. you ever take occasion to calculate what the 


24 

dollar amount of those particular receipts were? 


25 

A >’o, sir. 

• 
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0 DO vou have any idea how much those receipt were? 
Did >’OU have any idea as to the amount of those receipts? 

A Are vou askinq now on a weekly basis, one receipt, 

five receipts, the total amount? 

Q Let’s take it on a weekly basis first. 

A I estimate they ran between $50 and .,>100 a wei.v. 

0 These receints did? 

A My expenses did. 

• • «„. Tn'ipn is; Ilow much in tne \ ay 

O fly question, lr. <osen, 

o f receints did you have on a weekly basis? 

A I didn't collect them on a weekly basis. 

o You didn't collect receipts on a weekly basis? 

A do. 

0 Over what period did you collect receipts. 

Just from time to tine I would retain one. 
o From what in connection with Pronressive? To 

W hat tine in connection vdth Progressive? 

A There was no specified period, 

o There was no soecified period? 

Mo, sir. 

o Did you beqin collecting when you first receive*. 

the ca ->h navmont '>? 

I didn’t make it a oracticc to collect receints, 


sir. 
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nosenrauch - cror.r. •I'llA! 

0 T 'hon first did vou collect such a receipt? 

A I couldn't specify any particular tine. I admit 

that from tine to time I got a receipt for some of the 
expenditures and they were a very small percentage of the 
overall amount of money that I received from Progressive drug. 
If ! qot between, let's say, three or four or five thousand 
dollars from Proaressivc ^rug, maybe I had receiots 
for three, four hundred dollars, two hundred dollars. 

I don't believe I turned them over to anyone at 

Progressive Drug. 

O You kept them? 

A Then I just kept then In the house am’, eventually 
threw them out. 

o Did there come a tine at the end of the /ea^ 
the accountants ashed you for receipts to substantiate those 

exocm 1 itures? 

MP. qOFY: I object to the form of the question. 

It presupposes that the accountants in tact did ask him fer 

receipts. 

THF COITY?: I suppose it could be construct! - aat - 
way . why don’t you simply rcohrase it, Mr. hush, to avoid 

this riossible problem. 

o Did there come a tine when the accountants ashed 
you for receipts, **r. Posen? 
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A you am referring in preparation o ' nv inconn 


tax return? 


O I am referring to the accountants fro-. Progressiva. 
A ’’o, I v;ar. never asked anything. 

n Dirt any officer or employee of Progressive over 

„v VOU c or receiotn to substantiate those sums of money that 


fon kad snent? 


A I don't think so, sir. 
n is it that you don't remember now? 

A I believe that I had some conversations witn onn 

Goldman who was the chairnan of the board of 20th Century 
who know I was getting expense money and he said, Are you 

giving no roceints, whore are the receipts'’. 

0 During the course of that conversation did Mr. 

r an Goldman also mention that he was receiving >100 per 


week.? 


To, sir. 


o ’That did you say to Mr. Goldman — "I will ^ ive 

vou the receipts”? 

A do, I didn't say that. 

0 Did Milton Gotccsnan ever ask you for receipts. 

A I don't believe so. 

o Jid Mr. Little, after the company was sold, ever 

ask you for receipts? 
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A I never saw Mr. Little after the company was no Id. 

o oid you ever have a conversation with Hr. Little 
with regard to receiots for the monies that vou expended? 

A Mo, sir. As a natter of fact, I hadn t received 

anv money from rroqressivo I think for six months previous 
to the time that I met Mr. Little and then ho had no con- 
! vernation with me reqardino 5400 a month. 

I! 

O Regarding hov; much? 

A $400 a month which he said, in testimony hero, 


that -- 


i 

o Is it your testimony then that he never asked you 
about the amount of money that you received from Progressive? 
A That is correct, sir. 

o Did there cone a time when you saw Jr. uittle 
after the Progressive concern had been sold from 20ta Centurv 

to Cordwoll? 

A Mo, sir. I don't recall ever seeing him. 
g Did you ever s j .*r. Little before his appeal- 
ar.ee in court here during the course of this trial? 

\ Yes, I believe I saw Mr. Little onto occasions, 
once when I was on Progressive business in T lorida, and. 
i r ed i vo there could kvvo been two times — I believe once 
at the St. Moritz Motel in Mew York where Mr. Prooks was 
stayim:, who was t' e chairman of the board or the control 
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oar tv 


tv in Cordwell, who we were 


tryinq to interest in t’lc 


, n d he introduced me, I believe, to Mr. Little as 

hi , son-in-law, I thin-. I thought he was a relative of 

m «. c An r 1 T t^inh one ot’ier tine. 

! M r . ,roo. s. f\n r < i 

| q ! show you the checks affined to the sheets 

I ,. hic h have been introduced into evidence as Government s 

Exhibits 14 and 14A and I would ask that you look at the 

endorsements in those Particular documents and toll me 

„- n „ tv -r voa signed all those checks? 

,y sinned I mean endorsed in the process of cashiau 


4-Vi OP. 


I think some - It looks like it could he all of 


. . u , t questioning this one. My wife may 

this qrou-i. I was m- 

: , ave signed ny sinnature, but I an not sure. 

: i3 ls correct. I don’t see any endorsement on one of 


-i pace that one along. 


(.s-t cve'-y sinqle one of these are 
I an not cure t'.at eve y 


^ w U*. • 


vour wife’s signature? 


n do you recognise vour wxl. - — 

. X don't think it is r." wife's oif'cr. 

o would that be rue Abram's sinnaturc? 


I wouldn’t hnow. 
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nifl you receive that particular check, ’*r. Rogers? 
T rlon't recall, sir. 

’•’ere there sopo checks nade out to you t'.at no - — 


*->odv else received? 


a Ves, there nay ver' well have been, 
o It niqht verv well have been Eve Abrans. These 
c - ocks '-ore received at the very end of the tine that you 
received oaynents fron Pronressive, were thev not? 

A I diln’t look at the dates of the checks, 

o Go ahead and look at the dates at this point, Mr. 


hosen. 


h 

"his is 

Januarv, 


This is Decenber, '6G, this is all Decenber, ± . 

Januarv, ’G7. 'Tell, I have December, ’6G. I have 
• r,7 and February, ’67. What is the question? 
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Q These checks were all received at the very end of 
the time that you got payments from Progressive, were they 

not? 

A I don't know what you mean by "end of the time." 
What does that mean? 

Q when did you stop getting payments from Progres- 

s ive? 

A Very possibly you would know better than me. You 

have all the checks, you have all the evidence. 

Q You are the witness, Mr. Rosen. Suppose you tell 

the jury. 

A If this is the last check — I don't know I even 
received this — but the last check that you showed me here 
in evidence is dated February 10, 1967, made out to me, 
signed "L. Rosen." That is the last check. 

q is that to the best of your recollection here to¬ 
day near the end of the time that you received payments from 

Progressive? 

A I would say. 

Q It is. 

A I would say so, yes, sir. 

Q And 

A I am not sure, now that you bring out this thing 
about Eve Abrams, I am not sure that all of these are my 
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signature. 

Q So it is conceivable that Eve Abrams signed one 
or more of these checks, I take it? 

A It's possible, sir. 

Q And that you gave her, I take it, one or more of 

these checks? 

A Yes, sir. 

Q And this was at the end, approximately the time 
that you were receiving payments from Progressive? 

A I am sorry, I am lost again with that question. 

Help me out. 

Q When, to the best of your memory here today in this 
courtroom, was the last date that you received payments, 
whether in the form of checks or in the form of cash, from 

the Progressive Drug Company? 

A I would go off the records that you show me here 

and have to say February, exactly what it says here, February 
10, ]0 'j 7. I wouldn't have any other recollection. 

q In other words, this check for February 10 of 

1967 was the last payment that, to the best of your recol¬ 
lection here today, you received from the Progressive 
Drug Company? 

A I think so, unless there is more checks that I 
don't know about. I don't recall. This is 1967. Everything 
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o 

is on record. Everyone has looked at the records. 

3 

Q You don't recall whether you received any payments 

| 

4 

beyond that date? 

5 i! 

1 

A No, sir, I don't. To the best of my knowledge, I 

« 

will accept what you have here, but I am not sure. 

7 i 

Q Mr. Rosen, we are not asking you to accept what we 

* j 

have here. We are asking you for the best of your recol¬ 

• 

lection here in this courtroom today. 

10 

MR. HOEY: Your Honor, I am going to object to this 

n 

as completely repetitious. 

12 | 

THE COURT: Perhaps, Mr. Hoey, but I do think this 


last point is a fair one to emphasize, in view of the 

14 

witness' answer. 

15 

MR. HOEY: All right. 


THE COURT: The question really comes down to this. 

17 

Mr. Rosen: Aside and apart from what these checks show, 

IS 

do you have any independent recollection of any payments, 

19 

fcr example, later than February 10, 1967, from Progressive 

20 

1 Drugs, whether they be in check or in cash? 

21 

A No, I honestly do not, sir. 

22 

THE COURT: Let us go on to something else, Mr. 

23 

Bush. 

24 

Perhaps if you don't mind, since we have had this 

25 

interruption, we will take the afternoon recess at this 
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point. 


recess. 


MR. BUSH: Very well, your Honor. 

THE COURT: Ladies and gentlemen, a ten-minute 

(Recess.) 
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(In open court - jury present.) 
THE COURT: Mr. Bush. 
CROSS-EXAMINATION CONTINUED 


BY MR. BUSH: 

H 


. !| 

Q 

Mr. Rosen, was it a fair statement that back in 

7 

1965 and 1966 you were a fairly free spender? 

8 1 

A 

I don't know how to comment on that. 

I 

9 

Q 

You were paying for a lot of your expenses ap- 

10 

parently w 

ithcash right from your pocket and not picking up 

n 

receipts. 

is that correct? 

I 

12 


MR. HOEY: I object to that as being argumentative. 

I 

13 


THE COURT: I am sorry, I didn't get the phrase 

14 

because you were both talking. Why don't you put the 

15 

question 

again. 

!6 

Q 

You were paying for a lot of expenditures in cash, 

17 

* 

were you 

not? 

18 

! A 

1 

Of the amounts that I described to you before. 

19 

Q 

You were paying for these expenditures in cash? 

20 

A 

The determination of it being "a lot is sort of 

21 

yours. 


22 

Q 

I can’t hear yen You are going to have to speak 

23 

up. 


2A 

A 

You’re indicating the word "a lot". I don’t know 

25 

what "a 

lot" is. I know the amounts generally that 15 
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2 

the amounts that I testified to. 


3 

Q These amounts amount to at least $^000, do they 


4 

not? 


5 

A No, not necessarily. 


6 1 
l 

7 

Q They are less than $5,000? 


A They may have been less than $5,000. I testified 


8 

as low as two or three possibly. If you referred to 


9 1 

Progressive Drug Company, it's anywhere from two or three 


10 I 

and possibly as high as four or $5,000. There is a lot of 



latitude there. 


“ i 

q Could it have been higher than $5,000? 


i 

A3 

A I don’t think so. 


14 

q Whatever the amount was, from two to five, were 


16 

these expenditures made in cash? 


16 

A Some were in cash. Some were from the charge 


17 

accounts. 


18 

Q And the charge accounts were Mr. Hanger charge 


IP 

accounts, were they not? 


20 

A In addition to that I had some personal charge 

| 


21 

accounts too that I could have paid out of my own private 


22 

funds. 


23 

Q What were the personal charge accounts, with what 


24 

firms were they? 


25 

A They were a half dozen restaurants that I had a 
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Wj 

private charge account with and on occasion I would use that 

fill 

also. I would pay that myself from my own checking account. 

HH 

|Wm 

Q Did you pay any of these things by check? 

Sgi 

A Yes. 

1 

Q Other than the charge account payments, these 

H 

expenditures would be in behalf of Progressive? 

■ 

A Yes. 

H 

Q Have you brought any of those checks with you? 

B 1 

BBBHp 

A No, I don't know where they would be. I wouldn't 

— 

Jill 

even suggest that I can bring them in to you. I have none 

axis 

■ 

of my records for those years. 

ftillH 

Q Have you destroyed them? 

IIIHnilll 1 

A No, sir, I have not destroyed them. 

§§§ 

Q So a portion was by cash, a portion by charge 

■ 

account to Mr. Hanger, a portion by your own personal charge, 

HB : - 

and a portion by checks, is that correct? 

■ 

A If by a portion you mean that a-portion is any part 

H 

of a whole, meaning one cent out of one hundred cents, then 

Hj 

yes, a portion. If a portion means substantial, no. 

m •'• 

Q What was the substantial portion then? 

^H 

A I can't describe it to you. You better describe 

HH 

it to me. 

HH 

MR. BUSH: Your Honor, I would ask for a direction 

^H 25 

at this time that you direct the witness to respond to the 
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THE COURT: I think with respect to this last 


question that you are entitled to an answer so I an, going to 
ask you to put the question again and I am going to ask Mr. 
Rosen to put a direct answer to it. 

(Question read.) 

A I don’t understand the question at this point, you 


Honor 


THE COURT: All right. I will ask him tc rephrase 

it. 

q i believe in your earlier answer you said 
couldn’t describe to either checks or cash or charge accounts 
what small portions meant, but you knew or had some idea 
what a substantial proportion of these payments were made. 

the form in which they were made: 

MR. HOEY: I object to the form of the question. 

I believe it is in the question that that came forth. 

THE COURT: Whatever the importance in that last 
statement. I think this is a fair question so long as you. 

the witness, understand it. 

THE WITNESS: I don’t at this point, your Honor. j 

THE COURT: I will ask counsel to put it again. 

Q Out of these expenditures that you made — j 

A Which expenditures? Tell me specifically. 
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17 

18 

19 

20 
21 
22 
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MR. BUSH: Your Honor, I would ask for a direction j 
to the witness to let me finish the question. 

THE COURT: We are going to let you finish the 
question, Mr. Bush, rest assured on that. 

Finish it. 

Q Out of these expenditures that you made on behalf 
of Progressive Drug Compary, in what form were the most sub¬ 
stantial proportion of them? 

A In cash. 

Q At this time, in 1965, you had the need for money, j 
did you not, to attempt to settle the tax deficiency"' 

A Would you ask the question again? 

0 In 1965 did you need money to settle a tax defic¬ 
iency? 

A I don’t think we were up for settlement ri 1965. 

It may have been. 

MR. BUSH: I would ask that this document be 
marked for identification as Government Exhibit 53. 

(Government Exhibit 53 marked for identification.) 

I 

Q Mr. Rosen, I show you a document which has been 
marked for identification as Government Exhibit 53 and ask 
if you ever received that or saw a copy of it or the document 
itself? 

A I don’t recall ever having seen it but I am sure 
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it was sent to me. It's addressed to me. 

MR. BUSH: I would offer into evidence at this 

time Government Exhibit 53. 

MR. HOEY: May I have a moment to read it? 

I have never seen it before, your Honor. 

THE COURT: Yes, sir. 

(Pause.) 

MR. HOEY: I have no objection. 

(Government Exhibit 53 received in evidence.) 

THE COURT: What is the date of that document, 

if I may ask? 

MR. BUSH: November 24, 1965, your Honor. 

THE COURT: All right. 

MR. BUSH: At this time I would request permission 
of the court to read a portion of this document to the jury. 
THE COURT: All right. 

(At this point Mr. Bush read portions of Govermr.cn 

Exhibit 53 in o/idence to the jury.) 

Q In addition to that particular sum of money, you 
were required, during this time, to pay $15 a week, were you i 
not, in the Matasow et al action, versus yourself, Matasow 
and Howard, I guess it's pronounced, is that correct? 

A I didn't understand your question. 

Q In connection with an action, a lawsuit brought 
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against you by two individuals, one of whose last name is 
Matasow and the other of whose name is Howard, you were 

required to pay $50 each week, were you not? 

A I believe so, yes. I thought you said $15. 

MR. BUSH: At this time I mark for identification 
three documents collectively as Government's Exhibit 54. 

(Government Exhibit 54 marked for identification.) 
q Why was this $50 payment required, Mr. Rosen? 

A Because of a judgment that was entered against 

me based on a guarantee of a loan that I had made for a 
friend of mine. 

Q Specifically what order of the court directed that 
you pay $50 each week? 

A I don't recall. I Know you mentioned something to 
me about a contempt citation. If you want to refresh my 

memory, I will be glad to answer you. , 

Q I refer you to Government Exhibit marked for idea- | 

tification as 54 and ask you if that refreshes your recol¬ 
lection, those documents collectively? 

A This is an order by a judge, an order punishing 
me for contempt and directing installment payments at $50 

a week. yes. 

q What was the reason that you were held in contempt 
[ A For lying under oath, I guess, or improper state 


SOUTHERN district court reporter*, u.*. COURTHOUSE 
EOLEV SQUARE. HER YORK. N.Y. CO T ASSO 




jqcg 8 

ments under oath. 


Rosenrauch-cross 


157 A 


j > > 


MR. BUSH: At this time I would offer into evidence 
Government's exhibit 54 for identification. 

MR. HOEY: No objection. 

(Government Exhibit 54 received in evidence.) 

MR. BUSH: I would note that the order was entered 
by the Supreme Court, New York County, on September 14, 1965. 

With leave of the court I would read a portion of 

that order. 

(At this point Mr. Bush read portions of Government 

Exhibit 54 in evidence to the jury.) 

Q Incidentally, Mr. Rosen, what was the sum of that 

judgment? 

A I don't recall. 

q Does the area of 25 or 30 thousand refresh your 
recollection? 

A It may have been in that amount. 

Q Shortly thereafter, Mr. Rosen, did you file a 

petition in bankruptcy? 

A Yes, sir. 

MR. BUSH: I would ask that this document be 
marked for identification as Government's Exhibit 55. 

(Government Exhibit 55 marked for identification.) 
Q I shew you Government’' ^xhibit 55 for idencifica- 


| 

i 
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tion, Mr. Rosen, and ask you to examine that document and 
tell me whether that is the petition in bankruptcy you filed 
together with the schedules of debts and assets attached 
thereto? 


A 

to be it, 
Q 
A 
Q 


This looks like it, yes, sir. This would appear 
yes. 

Is that it? 

I would say yes. 

Look at all the pages and make sure they all belong 


there. 


A I would say yes. 

MR. BUSH: I would offer Government's Exhibit 55 
into evidence. 

MR. HOEY: I have no objection to this, your Honor. 

(Government Exhibit 55 was received in evidence.) 

MR. BUSH: With the permission of the court I 
would point out to the jury that this particular petition 
was filed the 4th day of October 1965. 

Q Mr. Rosen, what did you have in the way of assets 
at the time you filed this petition? Roughly that is. j 

A I have no idea. What does it state in here? 

Q You tell me, was it less than 1000 or more than 

$ 1 , 000 . 

A I don't recall what it was. 


SOUTHERN district COURT REPORTERS. U.t. COURTHOUSE 
FOLEY SQUARE. NEW YORK. N.Y. CO T-ASEO 








1 


jqcg 10 


Rosenrauch-cross 


•159.\ sen 



2 

Q Was it less than $10,000 or more than $10,000? 


3 

A That I had in net assets myself? 


4 

Q That is right, at the time this petition was filed. 


5 

A I would say it was very minimal. 


6 

Q Go ahead and refresh your recollection by looking 


7 

at the petition itself. 


8 

The second half of the petition details the assets. 


9 

I think the bottom portion is the assets, is it 


10 

not? 


11 

A No assets. Wearing apparel and personal effects. 


12 

Q What was the total assets? 


13 

A $301.57. 


14 

Q In connection with this bankruptcy proceeding, Mr. 


15 

Rosen, did you attempt to stay payments of these $50 each 


16 

week? 


17 

A Yes, sir. 


18 

Q Were you successful in staying them? 


19 

A No, sir. 


20 

MR. BUSH: I would ask that this document be marked 


21 

for identification as Government Exhibit 56. 


22 

(Government Exhibit 56 marked for identification.) 


23 

Q Is this the order relating to the Matasow and 


24 

Howard judgment against you? 


35 

A I don't understand the ouestion. 
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Was it less than $10,000 or more than $10,000? 

That I had in net assets myself? 

That is right, at the time this petition was filed. 


A I would say it was very minimal. 

Q Go ahead and refresh your recollection by looking 
at the petition itself. 

The second half of the petition details the assets. 
I think the bottom portion is the assets, is it 

not? 

A No assets. Wearing apparel and personal effects. 

Q What was the total assets? 

A $301,57. 


Q In connection with this bankruptcy proceeding, Mr. t 
Rosen, did you attempt to stay payments of these $50 each 

I 

week? 

A Yes, sir. 

Q Were you successful in staying them? 

A No, sir. 

MR. BUSH: I would ask that this document be marked 
for identification as Government Exhibit 56. 

(Government Exhibit 56 marked for identification.) 

Q Is this the order relating to the Matasow and 
Howard judgment against you? 

A I don't understand the question. 
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Q Is this the orda: relating to your attempt to stay 
the Matasow and Howard judgment against you? Is that the 
order that ultimately resulted? 

A I don't know from this. 


Q Would you read the last paragraph and see if that 
refreshes your recollection? 

A "This day" — 

Q To yourself, Mr. Rosen. See if it refreshes your 
recollection. 

A What is tie question? 

Q Is that the order that resulted from your attempt 
to stay these $50 per week payments? 

A I assume so, yes. 


j 

i 
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MR. BUSH: I would offer Government's Exhibit 56 in 
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evidence. 

MR. HOEY: Your Honor, may I have the last two 
questions read. 


THE COURT: You mean the answers as well 


as the 


questions? 


MR. HOEY: The questions and 


answers in regard to 


this. 


(Record read.) 

MR. HOEY: I have no objection to it now. 
(Government's Exhibit 56 received in evidence.) 

MR. BUSH: With the permission of the Court, again, 
I read the relevant portion of this document to the jury. 

(Portion of Government's Exhibit 56 read to the 

jury.) 

Q By the time this order was entered on October 13, 
1965, Mr. Rosen, had the attorney for these two individuals 
moved to punish you for a contempt the second time? 

A I don't know. 

0 Does it refresh your recollection by calling to 
your attention the fact that such a - withdrawn. 

Would it refresh your recollection by calling to 
your attention the fact that an order to show cause had been 
served upon you, in light of your refusal to pay the sums 
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that had been set out in that earlier contempt order? 

A No. All I do know is that they were paid, all of 
them, to the lawyer. 

Q In fact, Mr. Hanger made those payments, did he 

not? 

A Yes, sir. 

Q When were you discharged from bankruptcy, Mr. 
Rosen? 

A I don't have the exact date. Probablycbout a year 
or so later. 

Q It was not immediately, was it? 

A Probably about a year or so. 

0 What was the reason for the delay in the discharge? 
MR. HOEY: I object to that, your Honor. 

THE COURT: Yes. I think we have gone far enough 
on this subject, Mr. Bush. 

MR. BUSH: Let me just establish the date, if I 

might. 

0 I show you some docket entries on tile last page 

thereof and ask you if that refreshes your recollection as 

to when you were discharged from these bankruptcy proceedings. 
A 5/11. 

Q 5/11 of what year? 

5/ll/f7. January, February, March, April. 
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2 

Q That would be May 11 of 1967? 

3 

A May 1967, yes, sir. 

4 

Q Does Mr. Bertoli know your wife, Mr. Rosen? 

5 

A Yes, sir. 

6 

Q You stated that you had nothing to do with record 

7 

keeping in Mr. Hanger, is that correct? 

8 

A That's correct, sir. 

9 

Q 1 take it that this was Mr. Bertoli's area of 

10 

control? 

11 

A Yes, sir. 

12 

Q Did you have anything to do with the accounting 

13 

policy of the company? 

14 

A Well, as to how they affected the overall financial 

15 

operations of the company, I would say yes. 

16 

Q Who had the ultimate say in connection with 

17 

accounting problems for Mr. Hanger on how they were treated? 

18 

A Mr. Bertoli. 

19 

Q Was Mr. Bertoli in a p°3ition to make policy 

20 

decisions on behalf of Mr. Hanger? 

21 

A Yes. 

22 

Q How long did he remain in such a position? 

23 

A Up until the time that he left. That was one of 

24 

the reasons for his leaving. 

25 

Q Excuse me? 
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A That was one of the reasons for his leaving. 

Q So up until the time he left he was in a position 

to make policy decisions. 

A Yes, sir. 

Q Is that correct? 

A Yes. 

MR. BUSH: I would ask that this document be 
marked for identification as Government's Exhibit 57. 

(Government's Exhibit 57 marked for identification.) 

Q Mr. Rosen, I show you what has been marked for 

identification as Government's Exhibit 57. I ask you, is 
that your signature there? 

A Yes, sir. 

MR. BUSH: I would offer into evidence at this 
point Government's Exhibit 57. 

THE WITNESS: I actually didn't have a chance to 
take a look at it. You whipped it back and forth. I would 
like to take a look at it. 

Q I will return it, sir. 

A Thank you. 

MR. HOEY: I have no objection. 

(Handed to the witness.) 

THE WITNESS: Yes. 

MR. BUSH: Is there an objection? 
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MR. HOEY: I have it> objection, your Honor, except 
that I had never seen a copy of that before, even though 
discovery had been requested. 

THE COURT: I think the question really before the 
house is this -- 

MR. HOEY: I have no objection to it. 

THE COURT: Whether or not you have any objection. 

MR. HOEY: No, your Honor. 

(Government's Exhibit 57 received in evidence.) 

MR. BUSH: With leave of the Court, I would read 
a portion of Government's Exhibit 57 to the jury. 

(Portion of Government's Exhibit 57 read.) 

Q I show you Government's Exhibit 9A, which has been 
admitted into evidence, and ask you if you have seen — 
withdrawn — whether apart from the year to which this 

applies, you have ever received a form 1099 before, or after' 

A Oh, I am sure I must have. 

0 In other words, you are familiar, are you not, 

with what a form 1099 represents? 

A Yes, sir. 

Q This represents money to you from the firm that 

is indicated on that particular form, does it not? 

A Yes, sir. 

Q In this particular form it reads that the moneys 
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2 

received from Mr. Hanger, Inc., does it not? 

3 

A 

Yes, sir. 

4 

Q 

And that pertains to the calendar year 1966, does 

5 

it not? 


6 

A 

I believe so, yes, sir. 

7 

Q 

Mr. Rosen, I show you Exhibit 1 and I ask you. 

8 

is this 

the tax return that was just waved in front of yju 

9 

and you 

signed it without reading, really? 

10 

A 

Yes. 

11 

Q 

Was it waved in front of your wife and she signed 

12 

it without reading it as well? 

13 

A 

No, that’s my signature for my wife. 

14 

Q 

You signed both you and your wife’s signature? 

15 

A 

Yes, sir. 

16 

Q 

To this particular tax return? 

17 

A 

Yes, sir. t 

18 

Q 

Did you read the section that says, "Under 

19 

penalties 

of perjury I declare that I have examined this 

20 

1 

return, including accompanying schedules and statements,and 

21 

| 

lO the best of my knowledge and belief it is true"; did you 

22 1 
!i 

read that 

statement? 

r 

A 

No, sir. 

24 

1 

Q 

But you signed that particular tax return for 


your wife, 

is that correct? 
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A I've signed each and every tax return for my wife 


since the day I have been married. 


Q Are you thoroughly familiar with your wife's 


personal finances, Mr. Rosen? 


A Yes, other than very, very limited private account 


that she may have 


Q Did you ask Mr. Bertoli at the time you had this 


tax return waved in front of you why he had not signed it 


as a preparer? 


A I didn't have any knowledge that he did not sign 


the return. 


Q You did not see his name on the return, did you, 


when you signed it? 


A I didn't look for it. I assumed that he would hav 


put his signature on it if required when he was ready to 


mail it 


But the line where the words "where preparer other 


than taxpayer" appear is the line immediately below your 


signature, is it not? 


A Why wouldn't he have signed it after me and mailed 


it? That is what a normal accountant would do. You would 


put your name down, you would hand it to him, and then he-- 


MR. BUSH: Your Honor, I ask that the witness be 


directed to answer the question put to him. 
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THE WITNESS: I am sorry. 


3 

Q Whore is the line where the tax preparer's signatu: 

- pt 

4 

appears? 


5 

A Directly under the one that I signed. By the way. 


6 

I had the power of attorney for my wife to sign her signature 


7 

0 Did you bring that power of attorney into court 


8 

here with you today? 


9 

A No, sir. My wife is — 


10 

Q Do you know where it is? 


11 

A Do I know where it is? 


12 

Q Yes, sir. 


13 

A I don t /.now. I iiaven' t used it in many years. 


14 

*ly wife iiappens to oe in a mental institution. 


15 

14R. BUSll: Your Honor, I ask that tne witness' 


16 

last answer ue stricken as unresponsive. 


17 

0 i4r. Rosen, as of March 1968, did you own any 


18 

stock in Mr. Hanger? 


19 

A No, sir. 


20 

Q Wien did you first purchase the stoex in Ilr. 


21 

Hanger? 


22 

1 

| 

A I believe around tnat time. 


23 ji 

U Was it uefore Marcu or after Marcu 1968? 


24 

A During Marcu. 


25 

1 

Q Was it jefore Marcu 13tii or after March 13th? 


.1 
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A I am not certain of the exact date. Oh, wait a 
second. 1 think that a contract to buy — I don't even 
remember the date. 

MR. DUSH: I would ask tnat this document ue 
marked for identification as Government's Exnieit 58. 

(Government's Exhibit 58 was marked for 
identification) 

Q Mr. Rosen, I ask you if you signed tnat particular 
document. 

A That is my signature, sir. 
g Do you want an opportunity to look at it? 

A May I? 
q Go right ahead. 

A Okay. 

MR. BUSH: I would offer into evidence Govern¬ 

ment's Exhiuit 58. 

MR. HOEY: I have no objection. 

(Government's Exhiuit 58 received in 
evidence) 

q Is tne statement contained in this document 
true, Mr. Rosen? 

A I uelieve it to ue true, yes. 

Q It was signed before a dotary Puulic, was it 

not? 
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A Yes. 

0 And that hotary Puulic, or at least it was 
attested to, and wno was that? 

A By tne secretary of the corporation. 

Q And that is? 

A On, and Benjamin Zuckernian also, and tne secretary 

of the corporation. 

Q Does your name appear among those of the stock¬ 
holders of the corporation as of the date appearing on tnat 
document? 

A ho, sir. 

0 And that is Marcn 13th of 1368, is it not? 

A Tnat's correct, sir. 

MR. BUSil: I would ask that tnis document 

marked for identification as Government's Uxaioit 53. 

(Government's Bxniuit 53 was marked for 

identification) 

Q Mr. Rosen, I show you Government's Bxuinit 53 

for identification and ask if you can identify that par¬ 
ticular document. 

A Tnis is a 1372? 

0 Tiie document is dated. 

A What was your question? 

Q Can you identify that document? 
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A I oelieve tnat was tne document prepared ay 
Ur. lioey . 

Q Mr. Rosen, did you sign this particular document? 

A Yes. 

Q Was it filed with the Securities and Exchange 

I 

Commission? 

A Yes, sir. 

MR. BUSH: At this time I would offer Govern¬ 

ment's Exhibit 59 into evidence. Any objection? 

MR. HUEY: Ho. 

(Government's Exniait 59 was received into 
evidence) 

MR. BUSH: Witn tne leave of tne Court, I would 

asx permission to read the relevant portion of this docu¬ 
ment. 

MR. 1I0EY: Your Honor, at this time I will 

state tnat tne whole attachment is relevant to waatever -- 
THE COURT: I am sorry, I cannot understand 

you. 

MR. 1I0EY: I said tnat tne wuole attachment 

to wiiicn he is going to read would ae the relevant part, 
not just 

MR. BUSH: Mr. Hoey, of course, is free to read 

any portion ho wisues to read subsequent. 
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T1IE COURT : Yes . 

(Portion of Government's Exnioit 5* was 
read to the jury.) 

Q When did you first start to receive payments 
from Intercontinental Hangers, Mr. Rosen? 

I believe in March. 

I cannot near you. 

Excuse me. I believe in Marcn 1*6 7. 

•Vaen was the last of those payments made? 

They went up through April 1*68, I believe, 
bid there come a time when there were payments 
tne Soutaern Hew England Telephone Company? 

There may nave eeen one cneck. I am not -- yes. 
And tnat would have been in payment, would it 
your phone bill? 

A portion of it. 

And tnat would be your nnone bill from your 
house in Connecticut, would it not? 

A I believe so. 

0 Tnere was also a check made out to certain 
movers, was tnere not? 

A I oelieve there was one cneck made out to tae 
Day and Mayer Moving Company for $400-odd and cnarged to 
my loan account. 


A 

Q 

A 

Q 

A 

Q 

made to 
A 
Q 

not, of 
A 
0 
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Q And that was in payment for your move from — 
part payment for your move from hew York to Connecticut, 
was it not? 

A I am not certain. 

Q In any event, it was in payment for one of your 
personal expenses, was it not? 

A Yes, sir, it was. 

In addition, there is a check aere payable to 
a nank, I believe, Michigan Avenue National Bank; is 
that correct? 

A Yes, sir. 

Q Was that check or tie amount thereon in payment 

of a personal loan tnat you nad from tnat particular oank? 

A I am not certain tnat tnat is a fact. I do 
know that I had a loan from the bank. It may very well 

have been in line of Hanger business, which I had done 

in the past. 

Q Would you look at the check payable to tne 
Michigan Avenue National Bank and tell me the amount of 
tnat particular check. 

A $488.35 — $458 is that? 

Q $458, is it not? 

A $458.35. Yes, sir. 

MR. BUSH: I would ask that this document oe 
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marked for identification as Government's Exnioit GO. 

(Govomnent's Exhioit 60 was marked for 

identification) 

0 I snow you Government's Exhibit 60 for identifi¬ 
cation and ask you if you can identify that particular 
document. 

A Yes. This is a note signed oy me for the 
Micnigan Avenue National Bank for $11,000 payaole at 
$458 per month. 

Q $458.35 per month, is it not? 

A Yes. Yes, sir, tr.at's correct. 

MR. BUSH: I would offer this particular docu- 

inait into evidence. No objection? 

MR. HOEY: I do have an objection, yes. My 

objection is that pursuant to certain discovery to wnicn 
we were entitled we were supposed to ue snown all tne 
documents — may I approach the side bar? 

THE COURT: You say you have an oojection you 
want to give up to me at the side oar? 

MR. HOEY: Yes, your Honor. 

THE COURT: All right. 

(At tiie side bar) 

MR. HOEY: Your Honor, in accordance wit.i tne 
procedures, we had agreed that discovery would oe made 
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available and it would ue continuing. I have never seen 
this document before, and I think that the least tue 
government could have done was to snow it to me. 

THE COURT: I don't quite understand you on 

two grounds. I don't recall your ever getting any court 
order to tne effect tnat this kind of document naa to do 
produced; second of all, I cannot assume that tae govern¬ 
ment would have produced this in any event, especially 
oecause it is a document wnicn would ue peculiarly avail¬ 
able to the defense, in any event. I don't quite under¬ 
stand you. 

MR. HOEY: Your Honor, we had made an agreement 

with counsel for the government that we would nave com¬ 
plete disclosure of any discoverable material. 

THE COURT; I say I am not sure tnis was dis¬ 
coverable material or, if it was, it was never so broug.it 
to tiie Court's attention,and tae Court was never as*ed 
to direct suca kind of discovery. 

MR. HOEY: All right, I will witadraw my 

opposition. 

(In open court) 

THE COURT; Tae objection is overruled. ~xaibit 
60 can be received. 

(Government's Exhibit 60 received in evidence) 

$ 
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MR. BUSH: With tae leave of the Court, once 

again I will just read the relevant portion of this docu¬ 
ment. It is a loan note from the Michigan Avenue national 
Bank of Chicago. The loan is for the sum of $11,400 — 
apparently 40 cents. In successive weekly equal install¬ 
ments, each of $458.35. 

MR. HOEY: May I see that, please? 

MR. BU^H: You want to see it? oo you want to 
receive this document as well, your Honor? 

THE COURT: Wo. I want to know if you have 

any more questions. 

I 

MR. BUSH: Yes, sir, I do. 

THE COURT: Can you tell me approximately .low 

long? 

MR. BUSH: I anticipate anotner twenty minutes 

or tnereabout. 

THE COURT: Let us go along for a wnile, tnen, 

and see what happens. - 

Q Mr. Rosen, when you initially received tnese 
payments from Intercontinental, did you ever sign a loan 
document? 

A Initially, no. 

Q Did you ever at any time sign a loan document? 

A Yes, sir. 
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Q Where is tnat particular document? 

A Tnat would oe somewhere in tne record, Mr. 

Hanqer, I presume, and I signed them in 1960, 1969, '70, 
'71, '72, for all the accounting people. 

0 I am talking anout the confirmation. 

A Tnat is a confirmation of the loan amount. 

Q But it is not a loan agreement in and of itself, 
is it? 

A Oh, not in regard to repayment, no,sir. 

Q Is there any amount of interest that you agreeu 
UDon to repay to Mr. Hanger togetner with tnis loan? 

A Not a penny. 

Q Was tnere any date ever set to repay this loan? 

A None. 

Q At this time I show you a document marked for 
identification as Government’s Exhibit 25. 

A Yes. 

0 I ask you if you can identify that particular 

document. 

Is that your signature upon it, Mr. Rosen? 

A I didn't have a chance to read it. May I just 
nave anotaer minute? 

Q Certainly. 

A Yes, sir, this is my signature, and tnis letter 
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I wrote to tiie accountant. 

HR. RUSH: I offer Government's Exhibit 25 into 
evidence, do objection? 

MR. HOEY: I have no objection. 

(Government's Exnibit 25 received in 

evidence) 

(Government's Exhibit 25 was read to the 

jury.) 

Q During 1970 did you begin to repay any portion 
of this loan, Mr. Rosen? 

A No. As a matter of fact, tne opposite: I 
borrowed more money. 

• <J Did you pay any portion of this loan back prior 
to the date of the indictment in this case? 

A No, sir, not a penny. I continued to borrow 
substantially more money every month thereafter, before 
tiie indictment and after it. I am not sure after it. 

Q Hr. Rosen, as of March 15, 1968, waen tne 
firms of Mr. Hanger and Yankee merged, you represented, 
you not, that Mr. Hanger had $150,000 in the way of 
net assets on tuat date? 

A I understand that is an agreement to tnat 
effect. 

Q As part of tiie assets transferred to Mr. Hanger — 
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withdrawn as part of the assets transferred to Yankee -- 
withdrawn again. 

Wa3 Intercontinental to be part of the assets 
transferred to Yankee? 

A Yes, sir. 

Q Initially, as of March 15, 1968? 

A I don’t know if it was discussed in tiie context 
of the contract, aecause the assets basically of Inter¬ 
continental were these loan areas. But it had a good 
potential, and its interest in Mr. hanger of duonec, I 
felt, could oe quite valuable, althougn tnere wasn't any 
substantial net v/ortn of any significance in regard to 
tne statement of Intercontinental. 

Q In fact it was specifically excluded from tne 
H sale in connection with that merger, was it not? 

A Well, it may have neen excluded. I don't know 
aoout tiie specifity of it. 

Q When was it actually transferred? 

A I don't know the exact time. 

Q Was it on March 15, 1968? 

A No. I think that is what you are referring to, 
are you not, Marcn 15, 1968? 

Q Was it on that date that Intercontinental was 
transferred over to Yankee? 
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A I would have no way of knowing the date. 

Q Was it in 1968 at all? 

A Was what? 

Q That Intercontinental was transferred over to 
Yankee Plastics. 

MU. HOEY: Your Honor, I am going to object to 
this on the ground of relevancy. ’What is the relevancy 
to tile charges we are now facing? 

THE COURT: I understand you and at tne moment 

I think we have not really developed tnis, out since tnis, 

I take it, is going to be getting to tnis loan business — 

MR. HUSH: These payments, that is correct, 

your Honor. 

THE COURT: I will take it subject to connection, 

assuming that that is what we are getting at, wnicn I can 
understand. Go ahead. 

Q Was the firm of Intercontinental Hangers, Ltd., 
transferred over to the new merged concern at Yankee in 


1968? 


I believe it may have oeen. 

Is that the best of your recollection at tnis 


point in time? 


Yes. 


Q Could it have happened late in 1969? 
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A Sure. 

Q If it had happened late in 1969 — withdrawn. 

MR. BUSH: I ask that this document ue marked 
for identification as Government's Exhioit 61. 

(Government's Exhibit 61 was marked for 

identification) 

Q I show you what has been marked for identification 
as Government's Exhibit 61 and ask you if tnat refreshes 
your recollection as to when the actual transfer took 
place. 

A It may nave oeen. This was sort of a routine 
boilerplate sort of a meeting, and I don't remember too 
much about it. 

Q Does it refresh your recollection as to when 
the transfer actually took place? 

A Well, I will read the date for you right nere. 

It's b September '69. 

0 I take it that refreshes your recollection as 
to when the transfer took place? 

A I really don't know. I don't remeruer tne 
document, frankly. 

TI1E COURT: Mr. Bush, before I asK you: You 

prouaoly will have some redirect, will you, Mr. Hoey? 

MR. HOEY: I may, your Honor, yes. 
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THE COURT: I wonder if we could agree that 
maybe we ought to break now until Monday morning, and 
there is something that I want to take up with counsel 
thereafter. Would that be all right with you, Mr. Bush? 

MR. BUSH: Very well, your Honor. 

THE COURT: All right with you, Mr. Hoey? 

MR. HOEY: Yes, your Honor. 

THE COURT: Mr. Cnaron, ladies and gentlemen, 

we will suspend now and go over until Monday morning. 
Remember, you don't have to come near this building tomorrow 

at all. You are free to go about your own business tomorrow. 

We will pick up at 10:00 o'clock on Monday morning, and 

I oelieve we will finish the proof tnat morning and commit 

the case to you around the middle of the day, I propose. 

t 

So the case is not quite over yet. I ask you 
to put it out of your mind entirely over the weekend. I 
nope that you have a pleasant one, and we will see you 
Monday morning a few minutes before 10:00 in tne jury room. 
Good night. 

(The jury left the courtroom) 

THE COURT: Do you want to step down, Mr. 

Rosen? 

THE WITNESS: Yes, sir. 

(Witness excused) 
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THE COURT: First of all, I want to acknowledge 

receipt of the* government's request to charge last evening. 

I will rule on then as quickly as we finish the proof. 

Second of all, are you still — I take it that 
the defense will ne calling no other witnesses? 

MR. jTor,Y: T don't anticipate. I have already 
cut out several and sent them home today, your honor. 

THE COURT: I remind you there was talk about re¬ 
calling Mr. Dertoli but perhaps you don’t need that reminder, 
ror the moment I will assume you choose not to recall him 
or call any other witnesses. 

MR. ITOr.Y: Yes, sir. 

T..E COURT: Mr. Rush, are you still serious about 

offering any rebuttal here? 

MR. R T -SH: I have had several rebuttal witnesses 

sitting downstairs all day. 


T!IE COURT: Fine. . 

MR. RUSH: I would re-think that. If I have anv 
rebuttal at all it would be very, very short. I would 
just have to think about it over the weekend, your Honor. 
THE COURT: I am going to alert you and Mr. 


•;oey and Ur. Uusofc to this fact: I always asx tnc gov¬ 
ernment to make an offer of proo F before I willy-nil ja go 
down the road with rebuttal. So be prepared to succinctly 
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make an of for of proof after the defense rests, if that in 
really what, you want to do. 

Then we will decide whether or not we have rebut¬ 


tal . 

If the defense has any requests to charge I want 
to see them as quickly as I can see them. If the defense 
has any objections to the government’s requests, why, I 
would .like to know those at some appropriate point. 

Are you with no? 

?m. IIOEY: Yes, your Honor. 

THE COURT: Very good. 

Have a pleasant evening and I will see you tonor- 


rov'. 

HR. IIOEY: I do have some, your Honor, and I would 
like the opportunity to submit three short cases to your 
Honor. Those are the general type that I have drafted ar.d 
they v/ill be into your office tomorrow nornina. 

THE COURT: Surelv. If you want to submit any¬ 
thing else tonorrow morning or Monday for that natter, that 
is fine. 

MR. HOEY: The others v/ill deal — 

mr. BUEV: M ight I be supplied with those? 

MR. !!0E V : Surely, I’m sorry. 

I will supply Mr. Rush with then tomorrow as to 
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Tin: collIT: Vary qood. 

(’’’rial adjourned to Monday, March 4, 1074 at 
10:00 a.n.) 
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Paul Lawrence Ror.enrauch 

New York, N. Y. 

March 4, 1974 - 10:00 a.m. 

(Trial resumed.) 

(In open court - jury present.) 

PAUL LAWRENCE ROSEN RAUCH, 

having been previously duly sworn, resumed the stand 

and testified further as follows: 

THE COURT: Good mornina, ladies and gentlemen. 

T think we are ready to proceed. 

Mr. Bush. 

CROSS EXAMINATION CONTINUED 


nY MR. BUSH: 

Q Mr. Rosen, in your testimony on Thursday vou used 
the term "net worth. Would you mind explaining briefly to 

the Court just what that means? 

A It would mean the bookkeeping entries that re¬ 
flected that vou have more assets dollar-wise on the boons 
than you have more liabilities on the books. 

O In other words, it is the amount of assets in 
excess of the amount of liabilities, would that be correct? 
A Not neccssari!”, only as to how it refer.? to t e 
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hooks and records. You can have a car that you bought for 
$5,000 — or that may be a bad illustration. 

You can have a piece of equipment that you bought 
for $5,000. You depreciate it over a period of three years, 
maybe $1500 a year. In the last year you have that on your 
books for maybe $1500. That piece of equipment could be 
worth $15,000. 

0 In other words, it is an accounting concept, is 
that correct? 

A I believe that to be correct. 

Q In the accounting sense it is the book value of the 
assets in excess of liabilities, is it not? 

A Yes, technically I think that is a better explan¬ 
ation. 

0 I show you Government's Exhibit 22 in evidence 

and I ask you if the payments that you received from Inter¬ 
continental together with the three other individuals who 
received payments, which have been placed on this balance 
sheet as loans, were eliminated as loans, what effect would 
that have on the net worth of Intercontinental? 

A It would be reduced by that amount. If it were 
eliminated it would be reduced by that amount. 

0 Using Government's Exhibit 22, roughly what would 
the net worth of Intercontinental have been as reflected 
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dd that statement if those loans were eliminated? 

MR. TIOEY: I am goinq to object to this. I don't 
see the relevancy of it. I don't see the materiality of it 

as far as this case is concerned. 

THE COURT: Since I don't have a copy of the doc¬ 
ument, I am fettered in casting any judgments here. 

I must say, I am a little puzzled, Mr. Bush. What 
has this qot to do with this? I don't quite get what you 
are qetting at. 

MR. BUSH: If your Honor wants I will wake an 

offer of proof atthe side bar on it. 

THE COURT: What part of this balance Siieet, to- 
called, do you want to get into? I am totally puzzled. Sine 
this trial is about through, can't we get down to whatever 

is important and eschew what is not? 

MR. BUSH: I believe this question, and perhans 

one or two others, are the only ones I would have on this par 

ticular subject matter. 

THE COURT: There must be some point. I will let 
you go on subject to connection and see what happens, 
(question read.) 

A I really can't toll from here, 
o What is the total amount of the loans? 

A The total amount of the loans is 25,000 
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Q Plus 5,000. 

A Approximately 31 and a half thousand dollars. 

0 What is thenet worth of the balance sheet as it 

stands at present? 

A 61,000. 

$2,811. Mo, that is earninas. 

Isn't that earninqs for the year? Retained earn¬ 
ings. 

0 Returning to our definition, the liabilities of this 

company 


A I am not an accountant, frankly. 

Q Is it your testimony that you wouldn't know? 

A No, I really would not. Technically I don't under¬ 

stand that. 

Q Mr. Rosen, for the year ending January 31, 1967, 
that fiscal vear, had Mr. Hanger made any money? 

A I don't really recall the statement, Mr. Rush. 

0 Let me show you an exhibit that has been marked 
r or identification as Government's Exhibit 35 and I direct 
your attention to the income statement portion of that par¬ 
ticular exhibit and T ask you if that refreshes your 
recollection? 

MR. HOEY: I am noina to object to this with regard 
to relevancy also, as to what Mr. Iianaer made or did not mak.ei 
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That is not part of this case. 

THE COURT: I take it this document has soemthing 
to do with either '66 or '67, Hr. Rush? 

MR. BUSH: It is the fiscal year ending January 31, 


1967. 


THE COURT: Co ahead. 

A You have here what they call an operating loss 
for the year of 102,000, deficit at the beginning of the year, 
31,000 or a total deficit up to that period of $133,000. 

Rut that is an operating loss and you can't take 
an operating loss to try to prove the point you want. You 
have to take the amount of the depreciation that adds back 
the money into cash flow. You have to take back the amount 
of interest you paid in order to establish whether you 
have a profitable business because at some point the same 
exact business that you did in the period one year that could 
show an operating deficit because you are paying a high 
interest rate, your equipment is new, is different than the 
amount of — different than the results of the operations 
in another year. 

In other words, i f I had that machine paid off of 
$10,000 I have no charge against earnings for that year of 
$ 10 , 000 . So you are trying to portray here that the com¬ 
pany is operatinn in the black as some sort of a bad connotation 
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Wc were just building the business during these yars and as 
a result of that during the early years you have the losses 
and during the later years, if you do good, you make then up. 

MR. BUSH: I would ask, your Honor, that the wit¬ 
ness' last answer be struck as unresponsive. 

THE COURT: Yes. We will have the question re¬ 
peated and I want you to listen carefully, Mr. Rosen. 

(Question read.) 

A Only as to the statement, on this particular page -- 

o As reflected on that statement — 

j 

A On this particular pace. 

° What was the profit or loss — 

A $102,000, $102,639 reflected only on this paqe. 

Q That was the sum of money that, according to this 
particular statement, had been lost by Mr. Hanger for the 
fiscal year then endina? 

A Yes. 

0 And this document, I take it, was the financial state¬ 
ment of Mr. Hanger for that particular year, was it not? 

A Yes, sir. 

0 And it was oreoared by the firm of Haskins & Polls? 

A Yes, sir. 

0 For the fiscal year ending January 31, 1969 had 


Mr. Hanger made a profit or a loss as reflected in the 
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financial statements prepared for that particular fiscal 
year? 

i 

A I believe it had an operating loss. 

0 How much was the loss for that particular year? 

A I don't recall. Why don't you show me the document? 

0 I show you a document that has been marked for 
identification as Government's Exhibit 18. I direct your 
attention again to the net income portion of that particular 
document and ask you whether that refreshes your recollection 
as to the net profit or loss of Mr. Hanger for that par- 

i 

ticular fiscal year? 

MR. IIOEY: I renew my objection on the grounds of 

relevancy. 

THE COURT: I respectfully disagree. I am goina to 
allow this. 

A Once again, I say only as it appears on this one 
sheet in front of me in the amount of $67,729. I am not very 
good at reading these. $117,464. 

0 That was the loss for the fiscal year ending 
January 31, 1968? 

A For the year ended January 31, '68, yes. 

0 For the period between January 31, 1968 and March 

15 of the same year what if any profit or loss is reflected 
on the financial statements for thcfc particular period of time 
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had Mr. Hanger made? 

A Is this the page you are referring to? 

Q ^ direct your attention specifically to refresh 
your recollection to the not income page of a document marked 
for identification as Government's Exhibit 18A. 

A I didn't understand you. 

0 That is the page to which I am directing your at¬ 
tention . 

A We lost $5,120. 

0 In addition, were there other losses for that 
same period? 

A You have interest and finance charges, factoring 
agreements which was a charge of $13,000, start-up costs, 
$2400, design and development costs, that ’s engineering, 

$54 7 — 

0 What was the total loss for that period of time? 

A Including the $5,120 it would be $16,324 -- no, 

excuse me, $16,324 in addition to the $5,120 for a total of 
$21,444. 

Q During 1966, Mr. Rosen, was the Progressive Drug 
Connnnv a national or a local concern? 

I 

A I think basically it was a local distributing 
company. 

Q Where v/as it located? 


southern district couht reporter: 
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A In the Bronx. 

Q Where were its customers located? 

A Primarily in the five boroughs of New York. 

Q To your knowledge, had it ever done business out¬ 
side of the New York City area to that point? 

A I think it had but minimal, I think. 

0 But minimal? 

A I think. 

Q If any at all? 

A I don't know about any at all, I think it was 
minimal. 

O During 1966 would it be a fair statement that vou 
were extremely busv with the affairs of Mr. Hanger? 

A Moderately so. 

0 Moderately so? 

A I guess more than that. I was very much involved 
from the minute I got up in the morning until the tine I 
wont to bed with the affairs of Mr. Hanger and others. 

Q Predominantly with Mr. Hanger, would that be so? 

A I don't want to make a judgment on that. I don't 

know how to measure my hours that way. 

Q During the fall of that particular year did there 
come a time when there were certain questions concerning 
your 1065 income tax return? 
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A I believe there was. 

0 And did these questions center on your travel and 
entertainment expenditures for that year? 

A I believe they did. 

0 Did you in fact tell the IRS in the fall of that 
particular year that you were too busy to qo down to the 


local Internal (ovt-nue Service officeeither to answer their 
questions on that but preferred instead that they come out to 
Lonq Island Cit” where the officers of Mr. Hanqer were locate! 

That is twistinq it a little actually. Technically 
the letter may have said that but the fact was the letters 
'.'ere at Hanqer and if they wanted to see then it was best thai 


« nov come uo to the office where all the records were. 


MR. BUSH: I would ask this document be marked for > 
identification as Government's Exhibit 62. 

(Government's Exhibit 62 marked for identification.! 

0 Mr. Rosen, I show you the document marked for 
identification as Government's Exhibit 62 and ask you if you 
sianed that particular letter? 

A Yes, Mr. Bertoli prepared it and I signed it. 

0 Have you had a chance to look at it? 

A I saw it a few minutes before. 

0 I see. 

A Let me read it just once aqain. Yes. 
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MR. RUSH: I would offer Government's Exhibit. f>2 
into evidence. 


MR. HEOY: May I have a slight voir dire on thi: 
THE COURT: Yes. 


VOIR DIRE EXAMINATION 


BY MR. HOEY: 

Q I show you Government's Exhibit 62 for identif¬ 
ication and ask you, the crayon mark or ink mark in rod, 
v/as that on the letter at the tine you sent it? 

A I doubt it. 


MR. BUSH; If there is any question about that I 
would just read the letter to the jury rather than handing 
the exhibit to them. 


MR. HOEY: I have no objection. 

(Government's Exhibit 62 received in evidence.) 
MR. BUSH: With leave of the Court I would read 


Government's Exhibit 62 to the jury. 

THE COURT: Yes. 

(At this point Mr. Bush read Government's Exhibit 
62 in evidence to the jury.) 

0 During the mid—IRfiD's, Mr. Rosen, you v’ere ar. ex¬ 
perienced businessman, were you not? 

A I hope I was. Not always successful but exper¬ 
ienced . 


SOUTHERN DISTRICT COURT REPORTERS, U.S. COURTHOUSE 





t 


% 


1 

' iqk Rosonrauch - cross 19*) \ 

» 

1 

2 

0 And you know that expenses were to be charged 

J 

3 

rather than paid for by cash, did you not? 


4 

MR. HOEY : i object to this. 


5 

THE COURT: Yes, I am inclined to sustain that 


6 

objection as to form. 


7 

MR. RUSH: I will reframe the question. 


8 

THE COURT: I think you better. 


9 

0 Was it your practice then to charge expenses rather 


10 

than to pay for them in cash? 


11 

MR. HOEY: Your Honor, I object to this as repe- 


12 

titious. We had this all Friday afternoon. 


13 

THE COURT: We have had it quite a bit. 1 quite 


14 

agree with that. I have another problem. Are you asking in 


15 

respect — 


16 

MR. BUSH: Ilis practice. 


17 

THE COURT: His practice for Mr. Hanger or other 


18 j 

companies? I am not quite with you. 


19 

MR. BUSH: Ilis Dractice for the companies with 


20 

which he was associated or worked. 


21 

THE COURT: At this late stage in the trial, Mr. 


22 1 

Bush, I think vou can do better than that. 


23 

Which company do you have in mind? 


24 

MR. BUSH: I would assume, your Honor, that I can 


25 

ask generally and then ask him specifically. j 

1 

j 



I 
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THE COURT: I know, but we are going on without 
nuch point.. It might benefit you if you would respond to 
ny question. 

MR. BUS!*: Let me narrow it dow. 

THE COURT: I think you should. 
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Q Did your practice with respect to your expenditures 
for travel and entertainment vary from the companies that 
you were either associated with or worked for? 

A Yes, sir. 

Q In what sense did they vary? 

A Well, on some occasions, like with Progressive 

Drug, when I spent money with cash, I got cash back. 

Q How did you handle it with respect — 

A On some occasions I used a credit card. On those 

occasions I used a credit card, I didn't get the money back. 

On some occasions I had a receipt. On some 
occasions I didn't. 

I happen to be a very sloppy bookkeeper personally 
and bat is the reason I am sitting here. 

Q Did your practices vary from company to companv? 

A I think it was just my whole general business 

principles that v/as sloppy. 

Q But your practices were the same then, I take it, 
bouwetn the various companies with which you were associated? 

A Essentially I would say that would be the pre¬ 
vailing thing, yes. 

Q During the period beginning in the earlv 1960's 
and culminating in 1966, did you make it a practic e to use 
cash or tc charge your business expenses? 
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MR. HOEY: I object. We have already gone through 
this, your Honor. 

THE COURT: I had thought so too. 

As I understand you, fir. Rosenrauch, you say you did 
both, is that a fair statement? 

THE WITNESS: Yes, sir. 

THE COURT: Next question. 

0 Did there come a time when you testified in con¬ 
nection with certain proceedings before the Securities and 
Exchange Commission? 

A Yes, sir. 

0 During the course of your testimony there,was there 

a discussion concerning the circumstances surrounding your 
personal bankruptcy? 

A I don't recall. 

Q Was there a discussion during the course of your 
testimony chore concerning your salary and expense money at 
the old firm of Yankee Plastics? 

MR. HOEY: I am going to object to this in regard 
to relevancy. 

THE COURT: I think v;s are leading up to something. 

Co ahead. 

A I don't know. if you show me some of the records, 

1 will read them. i don't remember. 
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Q More specifically, in the course of your discussion, 
concerning your salary and expenses, did you have occasion 

to say that your expenses, you have a Diners club card, 
you don't get cash? 

A I may very well have said that. 

MR. BUSH: i ask this document be marked for 
identification as government exhibit 63 . 

(Government Exhibit Ho. 63 marked as on exhibit 
for identification.) 

0 Directing your attention to the bottom of page 65 
and then on to the too of page 66 - bottom of page 25, 

I am sorry, and then to the too of page 26 — 

A Let me read it first. 

I 

What is the question? 

0 The question is: did you, in the course of dis¬ 
cussions say that with respect to the S200 that you were 

receiving in the way of expenses, that you charged those ! 

expenses rather than use cash? 

Well, from the record, which is really all i have 
'n fr ° nt of ne here ' I wouldn't be able to answer that ques- ' 
tion. it says, your exoensos, you have a Diners club c.-.r ;, | 

you don't get cash. j 

Q Were you the witness? 


Yes. 
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Q Did you say that? 

A I don't remember the specific words. 

0 Did your attorney in the preceding sentence 
•°r the preceding paragraph, set out that you were getting 
a salary of #200 a week and expenses of $500 a week? 

A No. An additional $200. 

Q An additional $200. Did you in response to that 
particular question say, "your expenses, you have a Diners 
Club card, you don't get cash?" 

A I don't know what "your expenses" — it is not 
English, I don't understand it. 

In other words, don't try to pin me down if the 
word isn't clear. 


MR. BUSH: No further questions. 

THE COURT : Any redirect, Mr. Hoey? 

MR. HOEY: Yes, your Honor. 

REDIRDCT EXAMINATION BY MR. HOEY: 

Q Mr. Rosenrauch, you stated that in 1965 you filed 
a petition in bankruptcy, October 5, 1965, is that correct? 

A Yes, sir. 

0 Sir, were you discharged from bankruptcy on Ma U , 

1967? 


A Yes, sir. 

0 I show you this and ask you — well, let nv mar-- ic 
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(Defendant's exhibit 0 marked for 
1 ask you if you recognize that? 
Yes, this is my discharge of May 
MR. BU3H: No objection. 
(Defendant's exhibit 0 for identi 
evidence.) 


c 0 i 

identification.) 

11, 1967. 

fication received 


MR. HOEY: May I just read the pertinent part? 

THE COURT: Go ahead. 

(Defendant's Exhibit 0 read.) 

Q I believe you you testified on cross-examination 
that you were held in civil contemnt in a previous action 
prior to this, is that correct? 

A Yes, sir. 

Q Would you kindly explain the circumstances leading 


up to that, sir? 

A I had been a guarantor — that judgment came about j 
that I was a guarantor on an agreement and the attorney that | 
was questioning me was a personal — we had a personal rela- | 
tionship together. He knew that m y wife had an illness 
and she had made two attempts at suicide during the previous 
year and he had questioned her -- 

MR. BUSH: I am going to object to these personal 


facts. They are not relevant to the proceedings here. 

THE COURT: You are a little late but I will sus- 
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tain the objection to this extent. I think you ought to 
help nr. Rosenrauch, Mr. Hoey, and instead of asking an open- 
ended question like that, what is it specifically you want 
to know? 

MR. HOEY: It will cone at this point, your Honor. 

THE COURT: Just a ninute, please. Will you please 
do as I usggest and narrow the question a bit so he can 
understand what you want? 

0 Mr. Rosenrauch, you were held in contenpt? 

A Yes, sir. 

Q And you were ordered to pay a $250 fine? 

A Yes, sir. 

Q And the court there said you nade untrue statements 

in examinations, is that correct? 

A Yes, sir. 

Q Did you tell the court why at this point you nade 
that statement? 


19 

20 
21 
22 

23 

24 

25 


A Mr. Shaw had just had n y wife remanded to jail 
on the previous week in civil court with ny two daughters, 
two and three years old in the house, and they were alone fcr i 
about an hour and a half until r.y mother got there and ct-r- ! 
tainly after that I would not subject her to any possible 
questions under any condition from there on in regardless of 
what happened. 1 was afraid she was going to oo cut the 
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Rosenrauch - redirect 
window. That was the reason. 

Q Mr. Rosen, was that brought up by the trustee in 
bankruptcy in the proceeding before the referee? 

MR. BU;>H: Objection as to whatever relevency this 
would have to the bankruptcy proceeding. 

TLE COURT: I don't know what you mean by "was 
this brought up by the trustee." Rephrase it. 

Q Was the contempt brought up by the trustee in 
bankruptcy before the referee in bankruptcy? 

A Yes, sir. 

Q And did the referee rule in your favor and dis¬ 
charge you from bankruptcy? 

A \es, sir, he did. And he returned all of the 
escrow money I had been putting up, $50 a week under that 
contempt citation for about a year and a half. At the 
end of that the people that had the judgment were not en¬ 
titled to that. That was awarded back to me and I paid my 
legal expenses with that money. 

Q Mr. Rosen, on your 1966 return, I believe you tes¬ 
tified that was made or prepared by Mr. Bertoli? 

A Yes, sir, ic was. 

Q On the attached sheet there is a listing of income 
or rather unreimbursed expenses in the sum of $7,800 from 
Mr. Hanger, is that correct? 
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A That is correct. 

Q Do you know how much you got from unreimbursed 
expenses from fir. Hanger during the year 1966? 

A Well, I employed Mr. Gelfand to make — 

Q Did you know of your own knoweldge or do you know 
of your own knowledge? 

A No, I didn't. 

Q Did you have a check made of the records of Mr. 
Hanger to determine how much you had received in expense 
money for -- 


j 


MR. BUSH: Objection as to anything further aJor.g 
the line that Mr. Hoey has so far indicated in this arec. 

I 

THE COURT: I have such difficulty understandina 
either of you that I am baffled. Let's go back a moment. 

I 

What is it you are really inquiring about? 

MR. HOEY: I am inquiring as to whether or not 
he knew how much he had gotten in 1966 in expense nonev. 

I 

T HE COURT: From whom? 

MR. HOEY: From Mr. Hanger. 

T HE COURT: I don't know why we have to pursue 
that. Thatis not part of this charge. 

MR. HOEY: I think it is very pertinent. If I can 
show that he received -- 

THE COURT: No. I s^y we have been through this 

\ 
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before with one or two of your other witnesses. if U is 
that, l quite agree with the government, we are not going 
into that at this late date. He is not accused of anything 
with respect to so-called expense money from Mr. Hang er. 
as I understand it. 

Q At the time you signed government exhibit 61 in 
evidence, did you believe that whatever funds you had receive, 
from Progressive Drug were included therein? 

MR. BUSH: Asked and answered, your Honor. 

THE COURT: All we are doing now is repeating what 
you asked him on direct. 

MR. HOEY: I am trying to lay a foundation. 

T HE COURT: You don't have to lay a foundation. 

This was asked and answered when he was first put on the 
stand by you last Thursday. We don't have to repeat that. 

Can we move along? 

MR. HOEY: Yes, your Honor. 

Mr. Rosen, I show you government exhibit ten in 
evidence, which is the agreement between Mr. Hang er and 
Vankee Plastics. Did that agreement encompass the transfer 
of all the assets of old Mr. Hanger into Yankee PLastic? 

A Yes, it did. 

Q Did it include Intercontinental Hanger, Inc.? 

A It included everything. 
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Drug Company. 

THE COURT: Anything else? 

MR. HOEY; There is one other thing I have, your 

Honor. 

Q I show you exhibit 58, which is a certification 
of the list of the stockholders of record as of March 13, 

19C>8, is that correct? 

A Yes. 

MR. HOE if: I ask that this be marked for identifi¬ 
cation. 

(Defendant's Exhibit U marked as an exhibit for 
l dentifleation.) 

THE COURT: This morning when we marked that other 
document as O, it should have been marked as T. This docu¬ 
ment ottering now will be marked as U. 

Q I show you this and ask you if you recognize it? 

A Yes. 

Q What is this defendant's Exhibit U for :.dentiiica- 

tion? 


Rosenrauch - redirect 
Mr. Rosen, did Progressive Drug furnish you v/ith 
card for expense money? 

No, sir. I had no credit card from Progressive 



the 


A This 
corooration 


is a transmittal letter to the secretary ot 
to transfer shares of stock into different 


| 

i 
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groups of people's names. 

.1 

0 That is dated March 15, 1968? 


4 

A Yes, sir. 


5 

MR?. HOEY : I offer that in evidence. 


6 

MR. BUSH: No objection. 


XXXX 7 

(Defendant's exhibit U for ifantification received 


8 

in evidence.) 


9 

(Exhibit read to jury.) 


10 

Q I show you government exhibit 57 in evidence. I 


11 

believe you testified in cross-examination that Mi-. Bertcli 

1 

12 

had a policy-making function in the company, is that correct? 


13 

A That is correct, sir. 


14 

Q Government exhibit 57 in evidence indicates a list 


15 

of those people who have no policy making. Will you explain 


16 

that? 


17 

A This is the letter that started the whole problem 

i 


18 

witji Mr. Bertoli and myself. Mr. Bertoli, at the time rhis 


19 

letter was typed, I had maybe 100 documents that I was 


20 

transmitting at that time. 


21 

This letter to me very simply meant policy in 


22 

regaic to administrative matters. Pardon me, not admin'r v r a -■ 


23 i 

live matters -- in matters of accounting Mr. Bertoli had the 


24 

ro st onsib.1ity, the exact same way the day before the mercer j 


25 

as he did the day after the merger. His job function did not* 

i 


1 

1 
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MR. HOEY: I have one other paper that I would 
3 like lo introduce into evidence. 


(Defendant's exhibit V marked as an exhibit for 
identification.) 
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percent, which would be $3,000. 

Q Instead of which you paid 100 percent of the loan, 
is that correct? 

A I had t d, it was on the books and records. 

THE COURT: All right, Mr. Rosen, step down. 

MR. BUSH: I have one or two questions, your Honor. 
THE COURT: I think that is enouqh. We have gone 
on considerably and I think that is enough. 

You may step down. 

(Witness excused.) 

i 

MR. I10EY: May we take a two-minute recess, your 

J 

Honor? I have another witness and then I will be through. 

i 

THECOURT: Let's bring on another witness. 

MR. HOEY: That is not my problem. 

GEORGE PANDOLFO, having been 

I 

first duly sworn, was examined and testified as 

i 

follows: 

I 

DIRECT EXAMINATION 
BY MR. HOEY: 

0 Mr. Pandolfo, what is your business or occupation? ; 

I 

A I am executive vice president of Mr. Hanger at this 
moment. 

0 Prior to being connected with Mr. Hanger were you 


connected with any other concern? 
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2 

AFTERNOON SESSION 


3 

2:00 p.m. 


4 

(In open court - jury not present.) 


5 

THE COURT: Gentlemen, according to our information 


6 

it is Juror Number 7 who is missing, now some ten minutes 


7 

late. 


8 

f 

(Pause.) 


9 

(In open court - jury present.) 


10 

THE COURT: Ladies and gentlemen of the jury: As 


'll 

you approach the problems of this important task of citisen- 


12 

•;hip please keep in mind that it is your duty to weigh the 


13 

evidence calmly and disnassionately without sympathy or prej¬ 


14 

udice for or against either the defendant, Mr. Rosen, or 


15 

the prosecution. As I think you all understand our uyr.tcm 


16 

of jurisprudence defines the duties of the judge on the one 


17 

hand and the duties of the jury on the other. 


18 

It is exclusively the function of the judge to set 


19 

forth the rules which govern the case with instructions as 


20 

to their applications. On these legal matters you should 


21 

take the law as I give it to you in the next few moments and 


22 

you v'il 1 not concern yourselves with statements as to the 


23 

law, if any, which counsel have made in their summations or 


24 

at any other point during the course of the trial. 


25 

For what I am sure are perfectly obvious reasons 
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you are not to single out any one of my remarks as alone 
stating the law but rather you should consider my remarks 
as a whole when you retire to deliberate in this case. 

I want to make it very plain to you at this 
point that my actions during this trial in passing upon 
motions or objections made by counsel are not, of course, to 
be taken by you as any indication of any opinion that I night 
have as to the guilt or innocence of the defendant. 

As I am sure you all realize counsel not only 
have the right but indeed thev have the duty to object to the 
introduction into evidence of certain testimony or documents 
which they believe should not be admitted under the rules. 
These are questions of procedure and law with which you need 
not have any concern in your deliberations. No inferences 
should be drawn from the fact that upon occasions I 
asked questions myself of certain witnesses. For better or 
worse these were intended only for clarification or perhaps 
to expedite / matters and certainly were not intended to suggest 
any opinion on my part as to the guilt or innocence of the 
defendant or whether one of the witnesses who appeared here 
in our trial was more credible than another of the witnesses. 

" l 

The lawyers have all fairly emphasized to you, as 

e 

I recall it, that it is your recollection and your under¬ 
standing of the evidence and only your recollection and your 
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understanding of the evidence that can serve as the basis 
for the deliberations of you, the jury, in this case. 

This proposition flows from the basic principle 
that you must keep in mind at all times, and that is this: 

You are the sole and exclusive finders and judges of the 
facts based upon your recollection of the evidence in the 

case. 

Thus, if the lawyers shall have made arguments to 
you, as clearly they did, and were entitled to do, and there¬ 
fore raised their recollections of certain evidence in the 
case, keep in mind that if your recollection does not accord 
with their recollection of the evidence as they argued it 
to you, you must accept your recollection and not theirs 

as the basis for your deliberations. 

The same rule pertains to anything I miqht say as 
to mv recollection of the case. If what I say does not 
accord with your recollection of any particular evidence, 
please take your recollection and reject mine when you 

deliberate on the facts here before you. 

Under our svstem the law presumes a defendant such 

as Paul Lawrence Rosenrauch or Larry Rosen, as he apparently 
preferred to be known in his business life particularly, to 
be innocent of charges of crime. As I told you at the outset 
of this trial the indictment is merely an accusation or a 
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pleading, if you will. 

It is no evidence or proof of a defendant's quilt 
and it does not detract one whit from the presumption of 
innocence ridinq in his favor. In sum, as I told you before, 
you will not give any v;eight whatsoever to the fact that the 
grand jury returned this indictment against Mr. Rosen back in 
April of last year. As you also know the defendant Rosen 
pled not guilty to the four charges or counts pleaded in 
this indictment. 

Thus the government, as prosecution counsel is 
well aware, has the burden of provinq the charges beyond a 
reasonable doubt in order to support any conviction. This 
is a burden which never shifts and it remains upon the pros¬ 
ecution throughout the trial. A defendant under our system 
does not have to prove his innocence. On the contrary, as 
stated, he is presumed to be innocent of the charqes here 
in this indictment. This presumption of innocence was in 
his favor as we started and has continued in his favor right 
up to this moment when I am soeakina and it remains in his 
favor during the course of your deliberations in your jury 
room. 

It is removed only in and when you are satisfied 

t 

that the prosecution has custained its burden of proving the 
guilt of the defendant under a particular charge or count 
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beyond a reasonable doubt. The question naturally arises at 
this point in the discussion as just what doos the law 
mean by this concept of reasonable doubt? In a sense you 
could say that the words come close to defining themselves. 
Reasonable doubt is a doubt founded in reason. And arising 
out of the evidence in the case or perhaps from lack of 
evidence. It is a doubt which a reasonable person has after 
carefully weighing all of the evidence. It means a doubt 
that is substantial and not just shadowy or ephemeral. 

A reasonable doubt is one which appeals to your 
reason, your judgment, your common sense and your own 
experience in life. It is not caprice, whim or speculation. 

Tt is not an excuse to avoid the performance of a difficult 
or unpleasant duty. It is not sympathy for the defendant. 

Rather, ladies and gentlemen, the law succinctly 
defines reasonable doubt to be a doubt which would cause 
prudent persons to hesitate before acting in matters of impor¬ 
tance to themselves. 

Finally on this subject, of course, a reasonable 
doubt does not mean beyond all possible doubt. If the latter 
were the applicable standard few if any men and women would 
ever be convicted of any charge in any court. As you all 
know, it is practically impossible for a person to be absolutely 
convinced of any controverted fact which by its nature is not 
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as question asked by me are of course not evidence in them¬ 
selves. It is only the answers of the witnesses taken in 
connection, of course, with the questions they are answering 
which are evidence. 

Finally, as you have been told several times, both 
the openinq statements and closing arguments of Messrs. 

Hoey and Bush are not evidence. 

In addition to your consideration of the direct 
evidence, so-called, you are permitted to and indeed you 
should draw from the facts which you find have been proved 
by direct evidence such reasonable inferences therefrom 
as seem justified to you in the liaht of your own common 
sense and exnerience. 

In this connection of course, whether you are 
deliberating on direct evidence or circumstantial evidence, 
you must keep in mind and apply these presumptions or other 
rules such as the presumption of innocence and the rule of 
reasonable doubt about which I instructed you a moment ago. 

Now I have mentioned circumstantial evidence. 
Circumstantial evidence is a concept which I am sure you 
are all familiar with. Very simply for our purposes circum¬ 
stantial evidence can be defined as evidence which does not 
itself directly establish a fact sought to be proved but 
rather by the everyday process of reasoning or, as it is 
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sometimes called, inference, may lead you to the facts 
sought to be proved. 

As I have already told you, you are of course 
entitled to apply your normal processes of reasoning and 
inference in deliberating upon the evidence upon you. 
Therefore, the significance of any piece of evidence, whether 
it be called by the name circumstantial evidence or direct 
evidence consists only in whatever light it may shed upon 
the questions of guilt or innocence which you are called 
upon to decide. 

I turn now to another preliminary subject, albeit 
a very important one, and that is this: In every crime and 
certainly in the crimes charged in this indictment there must 
exist a union or joint operation of act and intent or, as the 
latter is sometimes called, willfulness or guilty knowledge. 
The burden is always upon the prosecution, as it knows, to 
prove both act and intent or willfulness beyond a reasonable 
doubt. A person who knowingly does an act which the law 
forbids or knowingly fails to do an act which the law require 
to be done intending with bad purpose either to disobey or 
disregard that law may be found to act with intent or guilty 

I 

knowledge. 


i 


Intent or guilty knowledge may be proved by 
circumstantial evidence. Indeed it rarely if ever :an be 
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established by any other means. While witnesses may see and 
hear and thus be able to give us direct evidence of what a 


defendant does or fails to do, there can be no eye-witness 
account of the state of mind with which the acts were either 
done or omitted. But what a defendant does or fails to do 
may indicate intent or lack of intent to commit the offenses 

charged. 

The proof of the circumstances surrounding the 

transactions which were brought out in the evidence can supply 

* 

an adequate basis for finding that the defendant acted wilful¬ 
ly. 

You are all familiar with the old adage that the 

I 

actions of a man or woman must be set in their time and 
place. You are also familiar with the old saying that just 
as the meaning of a word is understood only in its relation to ; 


other words in a sentence, so the meaning of an act or con- 
versation may depend upon the circumstances surrounding that 
act or conversation. 

Thus, vou may consider the evidence which you recall 
and which relates not only to a given transaction or event 
but to the surrounding circumstances as well in your con¬ 
sideration of this important issue of intent or guilty know¬ 
ledge, more about which I will be commenting in the next few 
moments. 
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Parenthetically, in this connection, however, let 
me say now that it is not necessary for the prosecution to 
prove knowlodge of the accused that a particular act or fail¬ 
ure to act is a violation of a specific law or statute. Un¬ 
less and until outweighed by evidence to the contrary, the 
presumption is that every citizen knows what the law forbids 
and what the law requires to be done. 

I turn to the charges alleged in the indictment. 

As you will remember, Counts 1 and 2 charge tax 
evasion on the part of the defendant Rosenrauch in connec¬ 
tion with his returns for calendar years of 1966 and 1967 
respectively. Counts 3 and 4, on the other hand, are what 
.is known as false or fraudulent statement counts or accusa¬ 
tions, and they accuse Mr. Rosenrauch of having made knowingly 
false statements in his tax returns filed for the tax years 
1966 and 1967. 

I am going to discuss with you these counts somewhat; 
in reverse order. Specifically, by that I mean I am going to ! 


20 

take up with you Counts 3 and 4 first and discuss the essen¬ 


21 

tial elements and the rules and concepts of law thereto per¬ 


22 

taining, and last I am going to take up Counts 1 and 2 with 


23 

you in a similar discussion. 


24 

Let me refresh you. You remember I read these 


25 

counts, all four of them, at the start of our trial, but let 
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me just briefly repeat them in substantial part for you. 

Count 3 charges that on or about the first day of 
May 1967, within this judicial district, the defendant unlaw¬ 
fully and knowingly did make and subscribe and cause to be 
made and subscribed a Form 1040 tax return for the calendar 
year 1966 which contained a written declaration that it was 
made under penalties of perjury and which was filed with the 
District Director of Internal Revenue for the Manhattan 
District here in the Borough of Manhattan, and which joint 
income tax return the defendant did not believe to be true and 
correct as to every material matter, in that said return 
failed to include a report of approximately $4,600 of income I 


received by him from Progressive Drug Co., Inc. 
year 1966. 


during calendair 


K/ 


Count 4 follows the same language in substantial 
part. Here, in Count 4, it is charged that on or about the 
13th day of July 1968 the defendant unlawfully and knowingly 
did make and subscribe or cause to be made and subscribed a 
Form 1040 tax return for calendar year 1967, and here the 
false written declaration or statement is charged as follows: 
in that said return failed to include a report or failed to 
report approximately $11,011.06 of income received by the 
defendant Rosenrauch from Intercontinental Hangers, Ltd. 
during calendar year 1967. 
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2 

I am going to take up with you the essential 


3 

elements which the Government must prove beyond a reasonable 


4 

doubt in order to prove Counts 3 and 4 or one of them. 


5 

Basically, in order to support any conviction here, 


6 

as the Government counsel know, it is the obligation of the 


7 

prosecution to prove beyond a reasonable doubt the following 


8 

four essential elements: 


9 

First, that the defendant Rosenrauch made and sub- 


10 

scribed the joint tax return, that is, the Form 1040, for the 


11 

year in question. As I recall the evidence in this case, 


12 

the tax returns of Mr. Rosenrauch and his wife for 1967 and 

1 

1 

13 

1966 as v/ell are in evidence, and as I understand the parties/ 1 

14 

there is no dispute but that the defendant's name appears on 


15 

those returns, both of them, and he admits that that sig¬ 


16 

nature or those signatures are in his handwriting. 


17 

If you are satisfied beyond a reasonable doubt of 


18 

0 

these facts, then the first element is satisfied as to each of 


19 

Counts 3 and 4. 


20 

The second essential element which the Government 


21 

must prove beyond a reasonable doubt under Counts 3 and 4 is 


22 

as follows: that the joint tax return for the year in ques¬ 


23 

tion contained a written declaration that it was made uncer 


24 

penalties of perjury. Again, as I understand the partial. 


25 

they do not seriously contest this. 
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Put differently, the returns in evidence, as I 
understand them to concede, contain this written declaration 
right on the face of the returns, which were signed by Mr. 
Rosenrauch. 

Again, therefore, if you were satisfied beyond a 
reasonable doubt that this was the fact, then the second ele¬ 
ment is. established as to each of Counts 3 and 4. 

The third essential element which the Government 
must prove beyond a reasonable doubt under these two counts 


under discussion is as follows; that the return for the year 
in question was not true and correct in every material matter 
and that the defendant knew that it was not true and correct j 
in the material matters alleged. 

Here, of course, the essential core of Count 3 has to 

I 

do with those payments which came to the defendant from 
Progressive Drug, and the Government's contention, as you wellj 
know, is that the defendant did not declare those as payments 
or income and that he knew full well that these were income 
and that therefore this was a false and fraudulent matter, 
that he did not declare those payments in any way, shape or 
manner in respect to his 1966 Form 1040. 

Of course, in regard to Count 4, the material false 
matter is said to be the omission, thepurposeful and wilful 
and intentional omission of payments of $11,000-plus from this 
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2 

Canadian subsidiary of Mr. Hangers, Inc., known as Inter¬ 


3 

continental Hangers, Ltd. 


4 

Here, the Government says that the defendant well 


5 

knew that these payments to him were income but that he wil¬ 


6 

fully and purposely and fraudulently omitted to declare 


7 

these payments in any way, shape, form or manner as income in 


8 

his 1967 return. 


9 

Now, the fourth and last essential element comes 


10 

down to this: proof beyond a reasonable doubt that in signing 


11 

or subscribing to the tax return in question, the defendant. 


12 

Larry Rosenrauch, acted wilfully and knowingly at the time. 


13 

In other words, he well knew that the return was not true and 


14 

correct as to what it reoorted in the year in question. 


15 

I won't, of course, summarize the evidence in this 


16 

case, though there have been a number of documents submitted 


1. 

into evidence and a considerable amount of testimony. It has 


18 

been a relatively short trial, and there is no need for me to 


19 

recite everything as I recall it. Suffice it for me to say 


20 

here and review for you the contentions or at least the major 


21 

contentions of the parties. 


22 

all, from the Government's side of the 


23 || 

com in respect to Count 3 * you know that the Government has 


24 l| 

argued that if you look at the return there is no mention of 


25 ! 

any payments anywhere from Progressive Drug. More than that. 


a 

i 
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I 

the Government argues that from time to time the defendant 
i Rosenrauch took startlingly different positions as to just 
what these payments to him from Progressive Drug amounted to. 

As the Government argument goes, he took these 
several rather markedly different positions depending on what 
he thought was most advantageous at the time he was called 
upon to take positions or decided to take positions in respect 
to these payments. 

Furthermore, the Government points out that here 
at trial it is the position of the defense in respect to this 
Count 3 that there was no false statement, in that the 
$4,600 worth of payments which came to Mr. Rosenrauch during 
Calendar year 1966 were what is known in accountancy and tax 
circles as T & E payments, that is, travel and entertainment, 
which he exoended on behalf of sales and other efforts for 
Progressive Drug. 

As you know, he testified to this effect himself 
here at trial. He brought in various witnesses, such as Mr. 
Stern and others, to talk about the trips he took that year 
and they said this was all designed to seek additional 
business for Progressive Drugs. 

The Government says that that is a completely 
after-the-fact contrived defense, for several reasons: 

For example, the Government argues there is no 
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documentation, as there should be, in the books and records 
of Progressive Drugs showing that these expenditures were made 
for travel and entertainment in connection with legitimate 

I 

corporate sales activities of Progressive Drugs. 

Not only that: you remember that the Government 
produced certain witnesses like Mr. Little and Mr. Malbe, who 
were long-time employees and officers of Progressive Drugs, 
and they told us about what they saw of Mr. Rosenrauch in 
person and his activities, and the Government says that if you 
accept their testimony as correct, that indicates beyond a 
peradventure that they were the ones who would know and that 
they had no knowledge that Mr. Rosenrauch was doing anything j 

j 

in the nature of sales or promotional activities for Progress-j 
ive Drugs and that, therefore, these were nothing but paymentsj 
of income to Mr. Rosenrauch, which he did not honestly de¬ 
clare in his 1966 return. 

Well, there are other arguments that have been made, 
and I don't wish to suggest that youshould ignore them in 

! 

respect to Count 3, but this should give you an indication of 

the kind of issues which are raised in connection with, par- j 

i 

ticularly, the third and fourth essential elements in respect | 

I 

to Count 3. 

Of course, the factual picture is a little bit 
different, as you well know, in respect to Count 4. The 
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Government here, as you well know, maintains that the payments 
which came to Mr. Rosenrauch,partly by cash and partly by 
check, again in the year 1967 from that Canadian subsidiary 
known as Intercontinental Hangers, were really nothing more or 
less than income and that it was only an after-the-fact con¬ 
trivance by the defendant Rosenrauch that he caused certain 
information to be given to the Montreal chartered accountants 
so that they would set this up as if it were a loan, and the 
Government argues further that this alleged loan is not sup¬ 
ported by any loan documents or any indications of any inter¬ 
est payments or, indeed, any certain time as to when the loan 
should be paid back by Lawrence Rosenrauch. 

On the other side of the coin, Mr. Rosenrauch 
argues that the proof shows that there came a time, admittedly 
quite a bit after 1967, but nevertheless the records were 
finally set up showing that these payments were a loan to him, 
and he says that he paid the loan finally last year, to which 
the Government responds that that is all very well and good, 
but those repayments, so-called, of the loan did not take 
place until after the indictment against Mr. Rosenrauch was 
filed in his case in this court. 

Well, it is up to you to decide, keeping in mind the 
j! evidence as you recall it, and keeping in mind these four 
j| essential elements, most particularly numbers 3 and 4, which 

II 

li 
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are the ones in hot dispute in this case. 

I might just say, parenthetically, in respect of 
these payments, both in the year 1966 from Progressive Drug 
and in the year 1967 from Intercontinental Hangers, two 
points: 

First, you will remember that the checks and the 
cash, according to the Government's evidence and their ver- 

0 

sion thereof, were divided in half. In other words, the Gov¬ 
ernment has credited Mr. Rosenrauch for the purposes of this 
case basically with only one half of those payments because 
of evidence to the effect that the other half went to this 
woman known as Eve Abrams, the wife of a man named Joe 
Abrams. So when you look at the checks in evidence, vou miolit 
keep that poinc in mind, as has been argued to you by the 
Government. 

The second matter I want to point out is, you will 
recall that during the trial I allowed the Government to put 
in evidence as to the continuation of these payments for a fev' 
months at least into the year 1968. You well know that we 
are not concerned with any tax matters of Mr. Rosenrauch 
directly in the year 196 8. No charges are leveled against him! 
for that tax year, indeed. 

On the other hand, I instruct you that I allowed 
that evidence so that both the Government and, indeed, the 
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I 


‘ defense could make such arguments as they thought were appro- 
5 priate on the basis of those payments, either to show inten- 
1 tional, wilful and knowledgeable conduct, as the Government 
argues, on the part of the defendant, or, conversely, to show 
that there was no such thing on the part of the defendant, 
as he argued. 

I turn now to Counts 1 and 2. Those are what are 
somewhat simplistically called the tax evasion counts. 

As you well understand, there is a considerable 
factual overlap in respect of Counts 3 and 4 on the one hand 

with respectively Counts 1 and 2 on the other hand. They both! 

I 

concern the same tax-years, and they both concern these pay- | 
ments, 1966 from Progressive Drugs and in 1967 from Inter- ! 

i 

continental Hangers up in Canada. 

However, I caution you that the essential elements 

j 

are somewhat different, and you should bear those in mind 
when you deliberate on these counts in this case. 

Let me read to you in significant part once again 
Counts 1 and 2. 

Count 1 charges that on May 11, 1967, the defendant, j 
at a time when he was married, unlawfully, wilfully and know¬ 
ingly cud attempt to evade and defeat a large part of the in¬ 
come tax due and owing by him and his wife for the calendar 
year 19G6 by preparing and causing to be prepared and by filinc 
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with the District Director of Internal Revenue for the Man¬ 
hattan District a false and fraudulent income tax return in 
behalf of himself and his wife, wherein it was stated that 
their taxable income for said calendar year was in the sum of 
$10,476.76 and that the amount of income tax due and owing 
thereon was the sum of $1,924.89, whereas he, the defendant, 
then and there well knew their taxable income for that year 
was the sum of $15,076.76, upon which there was a tax due 
and owing to the United States in the sum of $3,029.19. 

Count 2 deals with the filing of the defendant's 
Form 1040 for calendar year 1967. Here he is charged with 
evading and defeating a large part of the income tax due and 
owing by him and his wife for that calendar year by filing 
a return wherein it was stated that the taxable income for 
his wife and himself for 1967 was the sum of $12,396 and that 
the amount of income tax due and owing thereon was the sum 
of $2,359, whereas, as he then and there well knew, their 
taxable income for the year 1967 was the sum of $24,007.06, 
upon which taxable income was due and owing to the United 
States in the amount of $5,662.54. 

Counts 1 and 2 respectively, of course, again, 
deal, as I have said before, with the alleged failure and 
purposeful failure, by the by, of Rosenrauch to declare in 
1966 the Progressive Drug payments as income and in 1967 the 
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Intercontinental Hangers payments as income. 

Therefore, not surprisingly, as you also well know 
by this time, the arguments dealing with Counts 1 and 2 are 
very, very much the same. However, let me point out to you 
that the three essential elements which the Government must 
prove beyond a reasonable doubt in order to support a con¬ 
viction of either count 1 or 2 or both of them are as follows: 

First, proof beyond a reasonable doubt that a sub- 

I 

stantial amount of Federal income tax was due and owing from 
the defendant for the calendar year in question. 

Second, Droof beyond a reasonable doubt that the 
defendant made an attempt to evade or defeat the tax duo 
in those two years. ... 

Third, that the defendant made the attempt knowing- 

i 

ly and wilfully. 

I will take up with you these three elements. 

The first element — that is, the amount of tax due 
and owing, where the Government must prove beyond a reasonable 
doubt that the defendant had taxable income which he failed 
to report on the tax return in question, and that had he 
reported such income therewould have been a substantial tax 
due and owing: 

You will remember that during the course of the 
trial the Government put on the stand a revenue agent by the 

I 

i 

i 
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2 

name of Mr. Passaretti, who testified as to certain computa¬ 


3 

tions he made based upon assumptions which in turn he said 


4 

were based on the evidence in the case, as I understand it. 


5 

And he made certain computations which, if you were to find 


6 

thorn supported by the evidence and correctly made in the 


7 

mathematical sense by the revenue agent, would come out to 


8 

show that the substantial amounts which were not declared and 


9 

if properly declared, would have cast up the additional in¬ 


10 

come as alleged in Counts 1 and 2 respectively. 


11 

You also may recall that at the time Mr. Passaretti 


12 

was on the stand there were admitted into evidence two docu¬ 


13 

ments which in effect were his computations along these lines. 


14 

I think they wore known as Government's Exhibits 50 and 51 


15 

in evidence. 


16 

I might point out thatthough it is an obligation 


17 

under the law that the Government prove substantiallv laroer ta> 

Cf-3 

18 

due and owing ether than what were declared here, the Govern¬ 


19 

ment is not required to prove the precise amounts to the 


20 

penny which are alleged in Counts 1 and 2. It is sufficient. 


21 

in other words, ladies and gentlemen, under the law, that 


22 

the proof establishes that a substantial part of the tax was 


23 

evaded in the year in question. 


24 

Turning to the second essential element — and this 


25 

| 

is one one where there must be proof beyond a reasonable j 
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2 

each of the years in question. 

1 

3 

Somewhat allied to the second essential element is 


4 

the third essential element, which very simply is proof 


5 

beyond a reasonable doubt of wilfulness or guilty knowledge 


6 

on the part r-t Rose.irauch when he filed or caused to be filed 


7 

these two tax returns. 


8 

If you find that Rosenrauch understated his income 


9 

but that the Government has not proved behond a reasonable 


10 

doubt that he did so wilfully, with an intention to evade or 


11 

defeat his income taxes, then you would be obliged to acquit 

I 

12 

Mr. Rosenrauch. 


13 

The prosecution must establish on each count in this 


14 

series, that is, 1 and 2, that in the year in question Mr. 

1 

15 

Rosenrauch acted with a specific intent of concealing the 


16 

true taxes known by him to be due to the United States. 


17 

In this regard, as I have already suggested. 


18 

evidence that Rosenrauch actually knew that the returns were 


19 

false but nonetheless filed them or caused them to he filed 


20 

anyhow would be proof that he was acting wilfully and with 

I 

21 

purposefulness and guilty knowledge and intent in the sense 

1 

22 

here meant. 

I 

23 

On the other side of the coin — and I am sure you 


24 

will understand this, but it is important — if all the evi¬ 


25 

dence shows to you is that there was a good-faith misunder- 

1 1 
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standing on the part of Kosenrauch as to his liability for 
taxes, this would not constitute, under the law, an attempt 
to evade or defeat his taxes in the sense meant in Counts 1 
and 2. 

In other words, the law does not permit a person 
or a citisen to be convicted of tax evasion simply because 
he made errors of law or mistakes of fact or errors of judg¬ 
ment. A defendant who acts in good faith in making his tax 
returns cannot be convicted of tax evasion. Therefore, this 
third essential element is crucial. 

The Government must prove more than mere negligence 
or stupidity or carelessness. 

On the other side of the coin, however, while I 
am discussing this point, I should add that a citizen may not 
shut his eyes to obvious facts and then later say he doesn't 
know of their existence. He can't just put out of his mind 
obvious facts which were known to him and should have brought 
home to him that he should have made a different report or 
return in his tax returns in question and then hope that he 
can escape an accusation of tax evasion. 

Thus, to repeat, if a person believes that he had 
income upon which taxes are due but nevertheless desires 
and intends to conceal his true tax liability from the Govern¬ 
ment or makes it his conscious purpose to engage in conduct 
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designed to defraud the Government of the true tax due for 
the year in question, then of course you would be entitled to 
find that he is not acting in good faith but rather that he 
is acting wilfully and with intention to evade his taxes 
properly due to the Internal Revenue Service. 

Conversely, if you find that he had an erroneous but 
still, nevertheless, honest, good-faith believe that he owed 
no more taxes than those which he reported, then he cannot be 
found guilty by you, the jury, of tax evasion, as here 
pleaded in Counts 1 and 2. 

There are a couple of other matters that I want 
to take up with you. You may remember, for example, that 

. i 

one of the matters that came up during the course of the evi- j 
dence here was testimony by Mr. Bertoli that he prepared, at 

] 

least in draft form, Mr. Rosenrauch's 1966 personal Form 
1040 for Mr. Rosenrauch and his wife. Bertoli also testified, 
as I recall it, at leart. that he brought home, that is, he 
told Mr. Rosenrauch that this return was not complete and 
true in that it did not properly recite these payments from 
Progressive Drugs to Rosenrauch and others, and Bertoli 
further, as I recall it, testified he knew about the payments, 
because I think he got some himself or, at the very least, he , 


knew who did get them, including Rosenrauch. Therefore, he 
did not — indeed, he testified he refused to sign the 1966 
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tax return of Mr. and Mrs. Rosenrauch, because he did not 
believe it was a truthful return. 

On the other side of the coin, as you know, the 
defense argues that Bertoii is not to be trusted and that he 
had some kind of a falling ouc with Mr. Rosenrauch and that 
his testimony was motivated by malice and ill will against 
8 Mr. Rosenrauch. 

Beyond that, as I understand the defense, they 
j argue that whether or not Bertoii signed that — and they 

11 must concede there is no signature of Bertoii on there — 

12 they say that that was all due to a misunderstanding, an 

13 honest misunderstanding on the part of Mr. Rosenrauch. He 

14 thought that Bertoii was going to sign the return after he 

15 did. 

16 Further, as I understand Rosenrauch, he argues that 
Eertoli prepared everything and said, contrary to what 
Bertoii testified, that everything was true and complete and 
that it was perfectly proper and honest for Mr. Rosenraoch 
to sign the 1966 return and rely on the preparer's accuracy 
and judgment. 

With respecc to the 1967 return, I think the evi¬ 
dence is to the effect that Bertoii did not prepare that but 
that somebody else did for Mr. Rosenrauch, and he makes the 
same argument, in effect, in this respect for 1967, to wit. 
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that he relied on the preparer that year for preparing a 
correct and honest and complete and true 1967 tax return. 

Well, under the law, it is true, of course, as I 
think all of you know, a taxpayer may delegate the responsi¬ 
bility for preparation of his return to a person such as an 
accountant or a lawyer whom he has reason to believe is 
competent to handle such matters. 

Furthermore, under the law, if such a preparer, if 
I may call him that, makes mistakes on his own, they are not 
deemed to be attributable to the taxpayer himself. However, 
it is also true that under the law a taxpayer is required to 
give or to make available accurate and complete information 
to that preparer with respect to his income for the taxable 
year in question. 

Moreover, under the law, the defendant cannot 
blame or shift responsibility to the person he retains to pre¬ 
pare his return if he deliberately withholds vital information 
from that person or directs that person to ignore relevant, 
ma terial information to the preparation of that person's return 
for the year in question. 

Therefore, if the defendant is shown by the evi¬ 
dence to have provided full and accurate information as to his 
income for a given year and the defendant is then shown to 

I 

have adopted, signed and filed the return prepared by that 
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preparer without having any reason to believe that they were 
anything less than complete and correct, then you would be 
obliged to find the defendant not guilty. 

On the other hand, if you find that the defendant 
wilfully and knowingly did not provide full and accurate 
information to the tax return preparer or that he knew that 
the tax returns as prepared by the preparer were not correct 
and accurate, and nevertheless he went along and forced these 

, l 

returns to be filed knowing they were not correct and accurate 1 , 
then it would be no defense to the defendant that somebody 
else prepared the returns, in whole or in part. 

There are a couple of other matters in connection . 
with these four counts that I ought to mention. 

First of all, I mentioned that we had some expert 
testimony from Mr. Passaretti about his computations as to 
what the tax should have been as reported by the defendant. 

We also have those computations in evidence. Passaretti, 
therefore, gave what lawyers frequently call expert or opinion 
evidence. 

Normally, as you know, in these trials we hear from 
witnesses who can give us direct evidence only, that is, 
evidence of what they heard or saw or the defendant 
said or did. An exception to this rule is the so-called 
expert or opinion testimony, which is allowed under certain 
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circumstances. 

Another example of this would be a witness produced 
by the defendant, Mr. Gelfand, who is also an accountant and 
who gave us certain opinion evidence. 

You are entitled to accept or reject this opinion 
evidence, depending upon how you assess the basis which 
these witnesses gave us for their opinions or expert evidence, 
if you will, and you don't have to accept them just because 
they are called expert. You can accept or reject, wholly or 
in part, the opinion evidence of the gentlemen who came in 
and gave us their opinions, such as those two gentlemen did. 

That leads me into an important subject, which I 
must mention before I conclude, and that is this: . 

Under the law, you are the sole judges of the 
credibility of the witnesses who appeared here and testified 
during our trial. You are also the only ones who decide 
what weight their evidence should get or receive. In this 
important and exclusive function of yours, you are entitled 
to consider the demeanor of these witnesses as they sat here 
and gave their evidence, the strength or weakness of recol¬ 
lection of past events which they exhibited in their testi- 

j 

mony, any motive which they might have to obfuscate or dis¬ 
tort the truth, any relationship they might have either to 
the defense or the prosecution, any interest which they might 
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2 

you start to deliberate aid then, if you want to see any 


3 

exhibits, send out a note to me telling me what it is you 


4 

want to see, and Mr. Bush and Mr. Hoey and I will see to 


5 

it that you get whatever you ask for. 


6 

We will require a general verdict from you on each 


7 

of these four counts, and you should report that verdict 


8 

through your foreman, Mr. Charon. You should report on each 


9 

count whether you find the defendant, Rosenrauch, guilty or 


10 

not guilty. 


11 

Whatever your verdict on each of these four counts 


12 

is, it must be unanimous under the law. 


13 

I am going to tell you that I have concluded my 


14 

remarks, subject, however, to my wish to have the lawyers 


15 

comment upon my instructions. Perhaps I misstated something 


16 

unwittingly or left something out. Rather than have you 


17 

retire, we will reverse the procedure, and we will retire 


18 

an <5 we will come back and commit the case to you. 


19 

(In the robing room:) 


20 

THE COURT: Mr. Bush? 


21 

MR. BUSH: I have four comments, your Honor. 


22 

First, I would request that you specifically instruc 

- 

23 

the jury that testimony which has been struck from the record 


24 

is not to be considered by them. 


25 

THE COURT: I already have done that, and I won't 
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say any more. Exception to you. 

MR. BUSH: Secondly, I think perhaps inadvertently 

you said both the payments from the Progressive Drug 
Conroany and Intercontinental, only half of them went to the 
defendant. It is the Government's position that this was only 
the case with respect to Progressive but not the position with 

respect to Intercontinental, and I think — 

THE COURT: You are right. Say no more. I will 

correct that. 

MR. BUSH: Thirdly, and a very insignificant point, 
you pronounced the Government witness' name Berloti, and his 
name is in fact Bertoli. 

THE COURT: I was thinking of Passaretti, and I so 
accept that. 

MR. BUSH: Lastly, I am not sure, and perhaps Mr. 
Loey can correct me if I am wrong: I don't believe that the 
preparer defense is really a defense they put forward for 

1967, but I may be mistaken. 

THE COURT: I perhaps" over-egged the pudding, but 
I am going to leave it at that, unless Mr. Hoey wants me to 

take it out. 

Mr. Hoey? 

MR. HOEY: I do have one. You did mention in dis¬ 
cussing Count 2 that there was cash and checks and that deals 
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with the Intercontinental Hanger which was only by check. I 
think it was also mentioned in Count 4. 

THE COURT: I think you agreed to that. 

MR. BUSH: I did not specifically recall that, but 
I soe no harm in correcting that. 

THE COURT: All right. 

MR. HOEY: Of course, I do agree that the testimony 
only related to Eve Abrams on Count 1. 

THE COURT: There is no doubt on that. That is 
completely my fault. I will make these confessions and cor¬ 
rections to the jury and commit the case to them. 

MR. HOEY: Intercontinental is all by check. 

THE COURT: Very well. I will correct that now. 

(In open court:) 

THE COURT: Ladies and gentlemen, a couple of matters 
which counsel have been good enough to bring to my attention, 
quite correctly, as I see it, that I want to bring to your 
attention in turn.. 

First of all, 1 believe I stated in the course of 
my remarks summarizing the contentions of the parties in re¬ 
spect to all counts that the Government was crediting the 
defense with having received only one half of the payments 
not only from Progressive Drugs during the year 1966 but as 
well from Intercontinental Hangers in 1967. I misstated that. 
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1 

All agree that, as we recall the evidence, it was only in 

2 

respect to the payments which were made from Progressive Drugs 

3 

where Mr. Rosenrauch got half of those and Eve Abrams got 

4 

the other half. 

5 

This was not true, in other words, with respect to 

6 

the payments which came to Rosenrauch from Intercontinental 

7 

Hangers up in Canada. 

8 

The second thing I want to bring to your attention 

9 

is that I misstated Mr. Bertoli's name. I think in thinking 

10 

l 

of Mr. Passaretti I called him something other than Mr. 

11 

Bertoli. I apologize to you. You knew whom I was referring 

12 

to, I think, but I did mispronounce his name. 

13 

Another thing counsel points.out to me, and I 

14 

think they are correct on this, too, and that is that in dis¬ 

15 

cussing the payments and the contentions of the parties in 

I 

16 

1 

respect of these payments, I said that some of them were 

j 

17 

• I 

made in cash and some were made by check, implying if not 

18 

stating that I was talking about not only Progressive Drug 

19 

payments but as well Intercontinental Hanger payments. 

20 

In regard to the latter, both sides agree that the 

21 

payments from Intercontinental Hangers were by check. None 

22 

of those payments, in other words, were shown by the evidence 

23 

to be in cash. 

24 

On the other hand, in respect of Progressive Drugs, 

25 

as I stated, or at least as I recall the evidence, some of 
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payments in 1966 were in cash and some, at the latter end 
of the year, were by check. 

Without any further ado, we will have the marshal 
sworn, and we will commit the case to you. 

I am going to have Mr. Viscardi give you a clean 
copy of the indictment so that it can act as a guide — and 
a guide only — to your deliberations. 

(The deputy marshals were duly sworn, and the 
jury retired in their custody to deliberate upon a 
verdict.) 

(Jury in box:) 

THE COURT: I am sorry to bring you back to the 
room, but it has been brought to my attention that we forgot 
to excuse the alternates. Miss Bonaro and Miss Davis. You 
are now excused with the thanks of the Court. Only the jury 
of twelve, of course, can deliberate in this case. 

I thank you both again personally and on behalf of 
the litigants. You are excused. 

(The alternate jurors left the courtroom.) 

(At 3:10 p.m., the jury left the courtroom to 
deliberate upon a verdict.) 

(At 3:50 a note was received from the jury.) 

(At 4:06 p.m., the jury returned to the courtroom.) 

(The roll of jurors was called. All answered 
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I believe that the news we have is that they are 
excused, and we do have your service cards, which perhaps 
are valuable tokeep as a memento or record of your services 
as jurors in this Federal Court. 

Goodbye and good luck. 

(The jury left the courtroom.) 

THE COURT: April 12, 1974, at 2:15 is fixed as 
the day of sentence. A pre-sentence report is ordered with 
respect to the defendant. 

Are there any apolications before we adjourn, 

gentlemen? 

MR. HOEY: Your Honor, that is Good Friday. 

THE COURT: So it is. I personally plan to work 
that day, even though it is Good Friday, but if you would pre¬ 
fer some other day, feel free to say so. 

MR. HOEY: Could you make it the 19th, your Honor? 
THE COURT: I will be glad to. April 19th, at the 

request of Mr. Hoey. Same time: 2:15 o'clock. 

* 

I regret to state that due to the shortage of 
courtrooms it is by no means certain where we will be on that 
day. We are going to have to revise the schedule. I can't 
tell you, but presumably it will be in another courtroom. 

MR. HOEY: You will have motions now? 

THE COURT: If you prefer to carry motions until the 
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day of sentence, I am agreeable. 

MR. HOEY: I would, your Honor. 

THE COURT; That will be done. If you want to make 
the motions orally, I would appreciate your letting Mr. Bush 
know in advance, so he can respond, or you can make them in 

I 

writing. I will leave that up to you. 

MR. HOEY; May I ask that the defendant be continued 
on his own recognizance? 

MR. BUSH; The Government has no objection to that. 

THE COURT; Mr. Rosenrauch, you may be continued 
on your own recognizance. As you know, you must be here as 
ordered by the Court or run the risk of having your bail 
changed or be accused of bail jumping. I don't think you 
fail to understand that. 

You must be here at 2;15 o'clock on April 19th, 
when I will hear the notions, and then I will get to the 
sentence and hear the parties in that respect. 

Thank you, gentlemen. 

The jury returned the verdict in writing. We will 
mark that a 3 a Court's Exhibit. 


I 

I 

(Court's Exhibit 1 marked for identification.) 
(Adjourned for sentencing to April 19, 1974, at 
2;15 p.m.) 


i 
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